











THE JOURNAL yoo 


OF MICHIGAN 


OF OCT 24 1956 


READING coca 


CONOMIC HISTORY 






Published for 
THE ECONOMIC HISTORY ASSOCIATION 













ermemeeoee 
=o 





| SEPTEMBER 1955 





OL, XV 





CAMPBELL Developments in the Scottish Pig Iron 


Trade, 1844-1848 . . ... . 209 
TRESCOTT Federal-State Financial Relations, 1 700. 

1609 os . 22i 
SIRES Labor Unrest in Enelond, 1 01 0-1 O14 4, 246 










NOTE AND REVIEW ARTICLES 


HEATON Criteria of Pertodization in Economic 
FU ee eS i a 
Dowp Economic Stagnation in Europe in the 


Interwar Period. . . .. . . . 273 


HUNTER Soviet Industrial pebinbon tay Pine 
Plan Period . Tee Ce 281 


Novotny . Stamp Duties . . ...... . 288 


Books Reviewed 


are listed on the inside front and back covers 







PUBLISHED BY NEW YORK UNIVERSITY PRESS 











| THE JOURNAL OF ECONOMIC HISTORY 


Editorial Staff 


Tuomas C. Cocrran, Editor 
SHEPARD B. Ciovcn, Advisory Editor Miriam Hussey, Associate Editor 
Louis C. Hunter, Associate Editor Martin Worre, Associate Editor 
Herman E. Krooss, Business Manager 


Editorial Board 


Anne BEzANSON '52-'57 Pennsylvania LELAND JENKs ’55-'60 Wellesley 
Ray A. BitiincTon 50-55 Northwestern Mervin M, Knicnr '50-'55 California 
J. Barter Bresner '54~-'59 Columbia TxHomas LeDuc ’55~-’60 Oberlin 
Crarence H. Dannor '52-’57 Tulane -Frirz Repuicn ’ ie "58 Harvard 
RayMonp DE Roover ’54~'59 Dante. THoRNER ' 54—" 59. Bombay, India 

Boston College Sytvia L. Turupp ’53-'58 Chicago 
ALEXANDER GERSCHENKRON °51-'56 a Jacos VINER *51-'56 Princeton 

Harv: 


Index of Books Reviewed 


Aten, G, C, Western Enterprise in Far Eastern Economic De- 
co-author velopment: China and lee, ee ise Owen 
Lattimore... .. + « 310 


ATHERTON, LEwIs Main Street on the Middle Border, reviewed by 
Thomas C,:Cochran- . .. . o. Facey BOF 

‘Baker, Henry G. Rich’s of Atlanta: The Story of a Store Since aces 
\ reviewed by Vincent P. Carosso . . 298 

Bercasse, Louis Histoire du commerce de Marseille. Vol IV: De 

co-author 1599 @ 1660, reviewed iol Paul bola Bam- 
eee he . 321 

BEzanson, ANNE Wholesale Prices in Philadelphia, 8 cia. Series 

of Relative ured Lines reviewed by Thomas 
S. Berry .. 301 

Brown, A. J. The Great Inflation, 1939-1954, aaa by M. 
Bronfenbrenner . . . 304 


De Smept, Oskar De Engelse Natie te Oe in ae me Eeuw 
(1496-1582), reviewed by Violet Barbour . . 319 


Diamonp, Sicmunp The Reputation of the American Businessman, re- 
viewed by Irvin G. Wyllie . . . . . . . 293 


DonNiTHORNE, AUDREY G. Western Enterprise in Far Eastern Economic De- 
co-author velopment: China and nie reviewed by Owen 
Latimore.63... aos 3 6 LO 


ee pach sooner 


Tae Journat or Economic History is published quarterly in the spring, summer, 
fall, and winter for The Economic History Association by New York University Press, 
100 Washington Square, New York 3, N.Y. THe Journat is sent to all members of the 
Association. Annual membership rates are: student membership, $3.00; regular member- 
ship, United States and Canada, $6.00; regular membership, foreign $6.25. Applications 
and inquiries concerning membership should be addressed to Herman E. Krooss, New 
York University. Correspondence concerning manuscripts should be addressed to the new 
editor, George R. Taylor, Amherst College, Amherst, Massachusetts. 

Single copies of Tue Journat are available from The Economic History Association, 
Herman E. Krooss, treasurer, New York University, at $2.00 per copy. 


Entered as second-class matter at the Post Office, New York, New York 


Copyright 1955 by New York University Press 
Printed in the U.S.A. 

























THE JOURNAL OF ECONOMIC HISTORY 


SEPTEMBER 1955 








Developments in the Scottish 
Pig Iron Trade, 1844-1848 


































ETWEEN 1844 and 1848 the Scottish pig iron trade occupied a 
particularly important place not only in British but also in world 
economy. In 1830 Scotland produced only 37,000 tons of pig iron, or 
about 5 per cent of the total British output. By the mid-1840’s it pro- 
duced over 300,000 tons annually, or about 25 per cent of the British 
output. Of this increased output only one third was used in Scotland, 
while no less than one quarter left the United Kingdom for abroad. 
Such a rapid progress rested on peculiarly favorable geological and 
technical conditions. Since the beginning of the nineteenth century rich 
deposits of blackband ironstone had been known to exist in the coal 
fields of the west of Scotland. But it was impossible to use this ore be- 
cause of its refractory nature when smelted with cold air in the small 
furnaces that were then common. By the use of hot, instead of cold, air 
in the blast for the furnaces, a process patented by J. B. Neilson in 1828, 
these technical difficulties were overcome and costs of production dras- 
tically reduced, in some cases almost halved. Under these conditions pig 
iron could be produced in Scotland more cheaply than elsewhere. 
Consequently Scottish pig iron at once poured into markets, both at 
home and abroad, previously supplied from England and Wales. In 
particular the Scots soon monopolized the foreign markets, because they 
enjoyed not only the advantages of low production costs but were also 
admirably situated near the Clyde and were therefore able to export 
their produce without incurring heavy transport charges. Their English 
and Welsh competitors had no such advantage. As a result in the mid- 
forties almost the entire exports of pig iron from the United Kingdom 
came from Scotland. 
By 1844 the Scottish pig iron trade was therefore well established, and 
its increasing importance began to change the economic structure of 


Scotland. It soon overshadowed the manufacture of cotton in Scotland, 
299 
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which had heretofore been growing in importance. The growth of 
cotton manufacture continued in the following century, though more 
slowly, until the American Civil War, but its relative importance de- 
clined after 1830, when the heavy industries, based on cheap and plenti- 
ful supplies of coal and iron, gained prominence. Indeed, by 1848 on 
the ironstone fields of North Lanarkshire and North Ayrshire most of 
the inhabitants had already deserted their traditional textile activities 
for the coal mine or the ironworks. Modern Scotland, with its emphasis 
on the heavy industries, was rapidly taking shape. 

For several reasons, however, the Scottish iron trade did not reach the 
same level of prosperity in the boom of the 1840’s as in 1836. This check 
in growth was hidden by the appearance of two factors that were to 
distinguish the trade throughout the remainder of the nineteenth 
century—speculation and heavy dependence on foreign markets. At 
first speculative demand was very strong. When it was removed, export 
demand took its place. As a result, toward the end of the 1840’s the 
prosperity of the industry was largely determined by events abroad. 
It was not, therefore, involved in the panics at home in 1847. Its decline 
into less prosperous conditions was always mitigated by other factors. 
Particularly important in 1848 was an increased American demand. 
The more liberal tariff policy introduced in the United States in 1846 
made it easier than before for the Scots to compete with the relatively 
high-cost American producers, some of whom were still using charcoal 
furnaces. Consequently, when railway development began to increase 
in the late 1840’s, America imported increased quantities of pig iron 
from Scotland. This article is a detailed examination of how these 
factors affected the prosperity of the trade between 1844 and 1848.* 





I 


The Scottish pig iron trade was firmly established in the 1830's. 
During the boom of that decade, culminating in 1836, large profits had 
been made because few firms were in the industry and costs of produc- 


1A great deal of the information for this article has been obtained from three sources: the 
Scottish press of the period; a series of price circulars of the firm of William Connal in the 
Mitchell Library, Glasgow; and the Hamilton MSS at Lennoxlove, Haddington, the Estates 
Office, Hamilton, and the Register House, Edinburgh. I am indebted to his Grace, the Duke of 
Hamilton, for access to the last-named source and for the facilities granted .to examine them. 
Detailed acknowledgment is not made when these sources are used. 

Total export figures are from J. Barclay, Statistics of the Scotch Iron Trade (Glasgow, 1850) 
and from Connal’s Price Lists. 
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tion were extremely low. By the forties both of these advantages were 
being lost. Between the peak of activity in 1836 and 1843 a steady move- 
ment of firms into the industry had considerably increased its productive 
capacity. Although the general prosperity of the railway age allowed 
most of these firms to survive for a few more years, many were never 
highly successful. It is indeed possible that, even before the boom began 
in 1843, the Scottish pig iron trade was overexpanded relative to the 
demand for its product. 

Moreover, the low production cost basis on which the industry had 
been founded was now changing. By 1843 costs were rising in Scotland 
and falling elsewhere. In Lanarkshire the better fields of ironstone were 
being worked out and the remainder were avidly sought after in 1844, 
although they could be obtained only for a much higher royalty than 
ten years previously. Much of the further expansion, therefore, turned 
to the coal and ironstone measures of Ayrshire, where resources could 
not be leased on the same easy terms as in Lanarkshire in the initial 
stages of its development. Landlords all over Scotland now knew the 
value of their minerals. Moreover, the geological conditions were less 
suitable, because of inferior ironstone, and transport was less easy. 

The comparative cost advantage of the Scots was further diminished 
by costs falling elsewhere. The prejudice that had existed outside Scot- 
land against the hot blast had been largely overcome in view of its 
obvious advantages. The “difference in cost bore down all resistance,” ? 
and the new technique was gradually adopted in England and Wales. 
This reduced these makers’ costs, but only by about rs. per ton of pig 
produced, against the original Scottish savings of 30s. and 4os. Of much 
greater importance in lowering costs was the use of the anthracite basin 
in South Wales. This had been impracticable with the cold blast because 
of the difficulty of ensuring full combustion, but, in 1837 at the 
Ynyscedwyn Works, George Crane first used anthracite successfully 
with the hot blast. The position of the Scotch producers was therefore 
bound to be surrendered because of factors outside their control. They 
themselves, however, considerably aggravated their difficulties, since 
with few exceptions the Scottish producers paid little attention to 
technological developments at this time. In most cases they only 
followed the example of other ironmasters.’ 


21. Lowthian Bell, The Chemical Phenomena of Iron Smelting (London, 1872), p. 361. 

3 It may seem strange that the Scottish producers who first developed the technological pos- 
sibilities of the hot blast should be slow to introduce other changes. The reason presumably is 
that before the hot blast the industry was not in a profitable position and some action had to be 
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II 


Although the basis of the great prosperity of 1836 no longer existed, 
the impending difficulties were not apparent in 1844. Once recovery 
started, the industry quickly achieved full employment. In 1844, pro- 
duction increased by about 1,000 tons a week to 6,000 tons weekly in 
the first quarter, but the demand, especially from the foundries, which 
were now “very fully employed,” prevented any accumulation of stock. 
By the middle of April stocks were so reduced that there were “no 
stocks of iron in Scotland worth mentioning” and the makers were 
having difficulty in meeting some of their agreements for delivery. 
By May confidence had completely returned. Furnaces were put into 
blast and ironworks reopened. Home demand remained high through- 
out the summer, and the industry’s prosperity was further increased 
by brisk American demand and the appearance in Glasgow of Con- 
tinental orders for the autumn. At the end of July, stocks were under 
10,000 tons, and the ironmasters then filled their order books so rapidly 
that they were unwilling to contract for spring delivery. 

Some of this prosperity, however, was due to the speculative activities 
of Liverpool iron merchants.* They were buying large quantities of 
Scotch pig, often for future delivery, in the hope of a rise in price. 
If it came, they could sell out and clear a profit without ever taking 
delivery of the iron. Some of the ironmasters co-operated in extending 
this practice, issuing large quantities of scrip promising to deliver a 
certain amount of iron on a certain date, often much more iron than 
they had in store or could produce within the appropriate period. As 
they were rarely called upon to deliver the iron, there was little check on 
this dangerous action. 

Since the activities of the speculators were liable to be affected by a 
multitude of causes, they were constantly moving in and out of the 
market, causing prices to follow fantastic and erratic patterns. In 1844 
such dealings were comparatively restrained, but 1845 is the classic 








taken to prevent it from utter ruin. These conditions no longer existed. Consequently, a different 
incentive to innovate prevailed. 

The most conspicuous waste was in gases from the furnaces. These were not utilized even 
when coal was being used, and the gases were therefore much more valuable. Instead, the 
ironmasters “recklessly permitted [the gas] to cast its heat power into the surrounding 
atmosphere.”—St. J. V. Day, “On the Present State of Some Branches of Iron Metallurgy,” 
Proceedings of the Philosophical Society of Glasgow, VI, 327-29. 

4 The importance of Liverpool merchants for some time before they were superseded by 
Glasgow men was due to already-existing dealings in metals in Liverpool. Dealings started in 
Glasgow only after the Scottish pig trade was firmly established. 
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example during the nineteenth century of the effects of speculation on 
the price of Scotch pig. After the beginning of the year, when the 
price per ton was 60s., the speculators appeared in the market in par- 
ticularly large numbers and so pushed prices up that by mid-March the 
makers would not accept orders under 120s. A break in confidence 
caused speculators to press parcels on the market at the end of March, 
and prices began to fall. By April the pressure became particularly 
strong, especially since some speculators who had bought heavily on 
credit in the past were now having to make payment. Some of the 
reports were undoubtedly exaggerated, and the makers, not unduly 
perturbed by the course of events, made attempts to stabilize the situa- 
tion. The trade came in as buyers at the end of April and many specula- 
tors were able to make arrangements that saved them from having to 
force sales for ready cash. Moreover, the May meeting of the ironmasters 
in Glasgow fixed the price at gos. But the ironmasters were not anxious 
to sell at that, even though the market price was then 7os. Price, there- 
fore, steadied somewhat but continued to fall, although less rapidly, 
until, by the middle of June, Scotch pig was being sold in Glasgow by 
speculators at 55s. Apart from fleeting upward movements, to as high 
as 77s. 6d. on one occasion, the price remained low until the autumn, 
when a more moderate rise to 80s. took place. Once again, Scotch pig 
became a “favourite article for speculators.” But toward the end of the 
year prices, though fluctuating considerably, were tending to fall, and 
sales by speculators were liable to cause considerable further decline. 
In December, political uncertainty, especially its effect on railway 
development, caused doubts in the minds of speculators, and the price 
at the end of the year was 72s. 6d. 

Although such speculation had appeared in the boom of 1836, it was 
of little significance until 1845. From then until 1914, it played an 
important part in the commercial life of Scotland. The speculation had 
been welcomed in 1843 when it raised the price of iron. But as soon as 
they were in a sufficiently strong position, the ironmasters objected to 
any fluctuations at all and in September 1844 adopted measures that 
they hoped would put an end to this “system of reckless and un- 
principalled [sic] gambling.” ° 

At first these measures had no effect, but once the first break came 
in April 1845 the new regulations caused alarm in Liverpool. The 
difficulties facing the merchants were now considerable, especially as 





5 Glasgow Herald, quoted in Mining Journal, August 14, 1844. 
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they were used to the easier methods of dealing in cotton, which was 
warehoused by a third party. Scotch pig was not so warehoused, and 
although transfers of the commodity could be made by the original 
purchaser, the contract was not legally assignable and therefore could 
not be enforced by anyone apart from the first purchaser, or someone 
using his name by his consent, which, however, he was not required to 
give except to the original consignee. This method gave rise to con- 
siderable dangers: the original purchaser might make arrangements 
with the maker about which no further buyer of the contract would 
know until the delivery date was due; or the maker might become 
bankrupt and the unbranded pig iron might pass to his assignees. Most 
important of all, if the payment of the original purchaser was to be 
made by a bill and it were dishonored, the maker would be entitled to 
retain the iron until it was met. So if the purchaser into whose hands 
the contract had now passed wanted to take delivery of the iron, he 
would have to pay for it twice—once to the person from whom he 
bought the contract to deliver and secondly to the maker in place of 
the original purchaser. 

Various solutions of this problem were possible. If the ironmasters 
had been willing to ignore the legality of the matter and transfer the 
delivery orders in their books, the difficulties would have been, avoided. 
But, following their resolution of September 1844, this proposal met 
with an “absolute refusal to acknowledge any orders upon themselves, 
either to their validity or otherwise, until they are called upon for the 
actual delivery of the iron itself.” Actual delivery of the pig could be 
obtained on presentation of existing orders, so a second possible solu- 
tion was for the original purchaser to take delivery of the iron and for 
the iron to be transferred physically from one speculator to the other. 
Such a method was impracticable, since the purchasers had no need 
for the iron itself but were only speculating on a rise in its price. More- 
over, as there were no suitable storage yards, each would have to have 
arranged accommodation individually. To solve the problem, the Scotch 
Pig Iron Association was formed in Liverpool in May 1845 to try to put 
the trade on a “solid foundation.” The association had two main aims. 
First, “the discountenancing of the delivery orders now current, and 
the taking by all members of this Association of the actual delivery of 
the iron; and, in order to facilitate deliveries, to establish stores in 
Glasgow, where the iron might be warehoused on the most reasonable 
terms, and under such a judicious system as may give the owner of the 
Iron in Store all the advantages of the London Dock Warrants.” 
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Secondly, the collection and dissemination of fuller statistics of the 
trade among the members. The aims were quickly achieved. By the end 
of May speculators were taking delivery and housing their iron in 
Glasgow. In addition, from this point onward better statistics were 
available. The firm of William Connal and Company, which for many 
years had quoted the prices of all the staple commodities of Glasgow’s 
trade, now added pig iron to the others. 

Although the makers objected to the old system, some found it 
profitable, even if risky. Since the iron purchased was not always re- 
quired for consumption, they were able, of course, to sell much more 
iron than they could produce. Because of this, in May the iron available 
was only 30 per cent of the delivery orders current, which may account 
for the lowering of the rate of discount for cash at that time from 
4 per cent to 24 per cent. In addition, some makers speculated by 
selling delivery orders when the price was high and buying them 
back again when the price fell. This speculation was, of course, not 
always profitable to them, and sometimes they lost, as in the rise in 
April. Not surprisingly, those who were acting in this way were 
reluctant to co-operate in the new regulations and continued the old 
practices, in a modified form, till about 1850. 


Ill 


The extent to which speculation affected the trade is difficult to 
determine. When the makers themselves became speculators, the effect 
was, in the long run, bound to be detrimental to all parties involved 
in the trade. But the short-run effect of the fluctuations in price is not so 
certain. To begin with, the prices quoted on the metal markets were 
not always those at which the makers were willing to sell, although 
the monthly meeting of the ironmasters usually fixed a price that had 
been dictated by the market during the previous month. When they 
were able, individuals did sell above these prices, the maker’s agreed 
price being only a minimum. Occasionally, when speculators were sell- 
ing heavily, the difference between the fixed and actual prices could 
be quite considerable.° In spite of the differential and even when iron- 


6 For example, the April 1845 meeting of the ironmasters fixed the price at r1os., but trans- 
actions were taking place at 120s. and buyers were still anxious to purchase. Naturally enough 
when the price fell, the masters were always much more reluctant to lower their price to that 
of the market. At the July meeting they reduced the price by ros. to 80s., but the speculators 
were selling at 57s. 6d. and any quantity could be had for 60s. At the August meeting, how- 
ever, they had to conform and reduce the price to 65s., the price of the speculators. 
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masters themselves were not speculating, the high prices reached at the 
beginning of 1845 were undoubtedly not beneficial for healthy invest- 
ment in the industry. The unreliability of the speculative demand had 
never been experienced before early 1845, and the high prices at that time 
gave the ironmasters a wrong impression of their long-run prospects. 

The main result of this impression was a further extension of the 
fixed capital of the industry. The mineral fields of Lanarkshire, which 
a few years earlier had been regarded as inexhaustible, were by 1845 
popularly known to be almost worked out, and so the move to Ayrshire 
continued. In the northern parishes “new mines for iron and coal are 
every month set agoing,” and these parishes deserted their traditional 
textile activities for the heavy industries. South Ayrshire also appeared 
as a possible development area. The Houldsworths of Coltness leased 
minerals at Dalmellington and began to prepare at once for the erec- 
tion of ironworks. Over the hills an English company, all set to spend 
(and lose) £100,000, leased the minerals at Afton. At Glenbuck the 
proprietors were hopefully advertising for sale a furnace “which can be 
repaired at little expense” although it had been out of blast for forty 
years. (The offer was not accepted.) Elsewhere Wilson of Dundyvan 
started to erect furnaces at Lugar while Merry and Cunninghame and 
the Bairds continued to extend their operations. Further changes in the 
location of the industry came in 1845 when the west country masters 
extended their activities for the first time to the east coast. Allison began 
to plan the erection of furnaces at Oakley, near Dunfermline. At 
Kinneil, Wilson of Dundyvan blew in four furnaces in the autumn, less 
than six months after the foundations were laid and seven after first 
leasing the minerals. But at Coatbridge, which up till now had been the 
center of all the activity, not a furnace was being built, and the total of 
sixty in the parish received only one more addition, and that operated 
for only a few years." Most of those who moved to the new areas were 
established Lanarkshire producers, many of whom retained their works 
in Lanarkshire but supplied them with raw materials from the new 
districts.* The full result of the stimulus of the high prices of 1845 was 
that twenty furnaces were being erected at the end of the year. 


IV 


Speculative demand was extremely unreliable, and when it was 


7 As yet there was no decline in Lanarkshire, but no further expansion took place. 
8 Wilson, however, quickly allowed his Dundyvan works to go out of use and concentrated 
his energies elsewhere. 
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removed in the last two months of 1845, the price per ton of pig iron fell 
rapidly by 20s. to 75s. to cash buyers. Such demand had prevented other 
adverse factors from raising problems for the trade in 1845, but once it 
was removed these were only intensified by the new investment, which 
had been undertaken in the belief that the speculative demand was 
going to last. 

Admittedly the time taken for the furnaces to come into blast varied 
considerably. The first furnace at Kinneil went into blast seven months 
after the minerals were leased, but it took three years to reach this stage 
at Dalmellington. A great deal depended on the existing facilities. At 
Kinneil, Wilson leased coal mines that were already working and used 
his organization at Dundyvan to make a quick start. On the other hand 
at Dalmellington, because of its rather remote situation, lack of trans- 
port always hindered the development. In 1845 and the early part of 
1846, however, every effort was made at all the ironworks to put any 
new plant into operation as soon as possible, so that at the beginning 
of 1846 some of the new plants were already operating or would be 
shortly. 

With possibilities of increased supply from these furnaces and the 
removal of speculative demand, except for a very small amount, pros- 
pects for the future of the industry were rather gloomy. In addition, 
stocks were high—in makers’ hands about 100,000 and in stores about 
140,000 tons. Consequently, in the first fortnight of 1846 the price 
reached 85s. Some forced sales, due to monetary pressure and political 
uncertainty, soon drove it below the 80s. mark, which it did not reach 
again, or even approach, during the remainder of the 1840's. 

Two factors, however, prevented the fall in demand from becoming 
disastrous. First, consumption in Scotland ran at a high level through- 
out the year and took 300,000 tons of pig, mostly for the foundries 
around Glasgow, a large proportion of the products of which were 
exported. In addition, as a portent of the future of the west of Scotland, 
iron vessels had now proved their worth.® At the beginning of 1846, 
twenty-six iron vessels of 14,137 tonnage, were fitting out in the Clyde 
against eleven wooden vessels of 3,890 tons, and in the same year the 
east coast fishing fleet acquired its first iron vessel. 

Second, and more important, was a mitigating rise of exports. In 1845 
only 54,671 tons had been shipped abroad as against 119,107 in 1846, 
and, in addition, a large proportion, 192,893 tons of the total production 


® Before 1846 few iron vessels were built on the Clyde, but from 1846 to 1851 the numbers 
built were “moderate,” averaging 13,000 tons a year.—W. S. Cormack, “An Economic History 
of Shipbuilding and Marine Engineering,” (Unpublished Ph.D. thesis, University of Glasgow), 


p. 50. 
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of 522,800 tons, was shipped coastwise during the year. In the first three 
months of 1846 a “very steady” demand came from the exporters, par- 
ticularly on the Continent, and 61,000 tons left the Clyde, rapidly in- 
creasing to 36,000 tons in April and 42,754 tons in May. Foreign demand 
therefore took the place of speculative demand and kept prices at a 
reasonable level. Consequently, when there were extensive purchases 
from France in July, prices in Glasgow rose 5s. and the dealers had a 
“greater chance of confidence in prices being maintained than has 
existed for some time past.” Then in August, when the new American 
tariff was introduced, prices rose another 55., a tightness of money in 
Glasgow that month was quite offset, and makers became reluctant to 
sell at the existing rates. 

Unfortunately, even the apparently buoyant foreign demand could 
not continue to rise indefinitely, and in the last quarter of 1846 exports 
continuously declined: 26,000 tons in October, 21,000 in November, and 
14,550 in December. The result was a break in the confidence of the 
ironmaster. In the early part of 1846 the expansion of the industry con- 
tinued under the high hopes originally raised by the speculative prices 
of early 1845. Very little change took place in Lanarkshire. The gradual 
exhaustion of the field brought high prices for the remaining minerals, 
Dixon buying the coal in 18 Scottish acres near Rutherglen for £6,000 
(£272 per imperial acre). Consequently, of the owners of the old 
works, only Clyde built one more furnace and Coltness projected two 
more. On the other hand, in Ayrshire the Houldsworths started to erect 
the Dalmellington Ironworks while their one-time partner at Coltness, 
David Chapman, started Portland with George Burns and three others. 
Wilson of Dundyvan and Dunlop of Clyde were building Lugar, and 
on Christmas Eve the Bairds put their furnaces at Eglinton into opera- 
tion. Even the search for minerals and possible sites for new ironworks 
went on unabated in Ayrshire—an English company searched the Bute 
estates and Dixon of Govan leased minerals in North Ayrshire. In 
Fife the activities were less extensive. Kinneil had gone into blast at the 
close of 1845, and on July 11 two furnaces were blown for the first time, 
with two others ready to follow shortly. But with the nonfulfillment of 
the expectations there was a curtailment of the investment plans in 
the autumn. It was reported in June that ten new works were to be 
erected in the next eighteen months, even in such small places as 
Comrie, but by September, of these plans, only Portland and Dal- 
mellington remained. Moreover there was a reduction in the number 
of furnaces in blast, from 1or in June to ninety-four by September. 
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V 


By the end of 1846 profitable production had become difficult for a 
number of the ironmasters. As a result, some of the new works in 
Ayrshire were unprofitable when they first came into operation. At 
Dalmellington, where the furnaces were not completed until 1849, they 
were handicapped until 1856 by lack of adequate transport facilities. 
Yet every year until 1853 the firm had a loss, even though by 1852 the 
partners had subscribed £46,866 to the undertaking. Even the Bairds 
were unsuccessful at first at Eglinton and closed the works in 1848 for 
several months. Neither Lugar nor Portland was profitable, and in 
1856 and 1864 respectively they were taken over by the Bairds, along 
with the two other unprofitable Ayrshire ironworks, Muirkirk and 
Blair, all of which, according to James Baird, “at length proved 
moderately successful.” *° 

The trouble was that by 1847 the industry was in an extremely 
vulnerable position and could maintain a profitable level of production 
only so long as either speculative or foreign demand kept at a fairly 
high level. Speculative demand, however, was always closely dependent 
on the policy of the Bank of England and was severely affected during 
the two periods of monetary pressure in 1847, in April and October. 
By good fortune, foreign demand was high at both these periods. 
Consequently the iron trade went through the year largely unscathed 
and with confidence still fairly high. 

Exports in the first two months of 1847 continued low, as they had 
done from the previous September, and in February amounted to only 
15,000 tons. Fortunately during this period there was no monetary 
pressure to cause lots to be thrown on the market; only speculative 
demand was removed by uncertainty regarding the movements of the 
Bank of England. As a result, mixed brands, which had opened the year 
at 75s. per ton, were quoted at 74s. at the end of February. In March the 
price was expected to fall gradually, as it was then rather above the 
limits at which foreigners were willing to buy. All the time there was an 
increasing tightness of money forcing some sales and further depressing 
prices. But this reduction in prices increased Continental demand and 


10 A. M. Macgeorge, Bairds of Gartsherrie (Glasgow, 1875), p. 92. New works on a different 
site had, however, to be built at Lugar. It is perhaps significant that with the exception of 
Dalmellington only the Bairds and Merry and Cunninghame could make the Ayrshire Ironworks 
pay. 
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led to “considerable” exports to the Continent from Glasgow, which 
mitigated the first of the two monetary crises of the year. The pressure 
on the money market in the spring of 1847 was greatest at the end of 
April, and during the month was much felt in Glasgow. Prices fell 
rapidly to the end of May, but during June there was a gradual relaxa- 
tion of pressure in Glasgow. Although this easing led to no increase in 
demand, it prevented forced sales, which was particularly vital if prices 
were to be kept up, since the foreign demand fell in May to 17,227 tons 
compared with 25,527 in May 1846. 

The first monetary crisis was thus survived, but the situation by the 
end of June was critical. On June 22 the Glasgow and Liverpool markets 
were both quiet, with pig at 64s. to 65s. and demand falling everywhere. 
Shipments from the Clyde in June at 28,259 tons were 5,000 tons less 
than the previous year. Monetary pressure was by no means removed, 
and stocks were rising. A continued decline of prices was prevented 
only by a restriction of output, in spite of the increased capacity, caused 
by trouble from the colliers and the ironstone miners. Consequently, 
there was a scarcity of iron being offered from June to September, lead- 
ing to an increase of price, which varied during this period from 65s. 
to 70s. 

By October the ironmasters were in a better position to, meet the 
monetary pressure of that month, the second and more severe crisis of 
that year, than they would have been in June. First, they had, as always, 
won the tussle with the colliers, by means of their large stocks of coal 
and iron and the introduction of Irish labor. After fourteen weeks the 
men accepted 3s. instead of 5s. a day. Secondly, foreign demand showed 
a recovery. In August the exports of 27,000 tons were about the same 
as in August 1846. But the monetary pressure in October, when the rate 
of interest reached 8 per cent, was suddenly felt in Glasgow, and by the 
middle of the month the price of pig fell below the crucial line of 60s. 
to 58s. per ton. From then prices “came thundering down” till the end 
of the year, when mixed brands were sold at 46s. 6d. per ton. In October, 
“the country was involved in a crisis as severe as has gone before,” 
but although it was felt sharply in Glasgow, the effects were not disas- 
trous, least of all in the iron trade. During the year the bankruptcies 
exceeded 100, but only a few coming in the last quarter were of major 
importance. The total liabilities of the failures were only £ 3,256,000.” 


11 R. Somers, Speech on Currency and Banking (Glasgow, 1862), p. 10. 
12 Glasgow Saturday Post, January 22, 1848. Losses in the grain trade were £400,000; in 
manufactures, £ 1,328,000; and in the East India interest, £ 1,208,000. 
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Certain interests suffered fairly heavily in Glasgow’s entrepot trade. 
There were “large losses” in tea, sugar, and coffee, but with the excep- 
tion of the Ayrshire Iron Company,"* which became financially 
embarrassed at the end of the year, the iron trade survived with com- 
parative ease in the last quarter of the year,’* particularly because of 
continuing foreign demand but also because of the credit facilities given 
by the Scottish banks. During 1847 the banks continued to grant credit 
on iron warrants,” and it was, of course, always possible to sell these 
warrants on the pig iron market, although perhaps at a greatly reduced 
rate. Further, there was no alarming restriction of credit facilities by 
the banks to their clients.** Even the operation of the 1844 Bank Act did 
not seem to prevent the granting of the necessary accommodation in 
Glasgow. The West of Scotland Malleable Iron Company, with a 
capital of £100,000, was allowed an overdraft of almost £60,000 from 
the Western Bank on December 31, 1847, although it was far from 
profitable at the time.” 

The Scots iron trade’s prosperity was now almost over. It seemed that 
it had “abruptly ended” in October, but the dangers had been develop- 
ing for some time, and although the cessation of home and speculative 
demand in October was severe, it was greatly mitigated by the revived 
foreign demand of the autumn and winter. If the monetary pressure 
had been increased in June, when foreign demand was at its lowest, 
the trade would have been plunged into worse difficulties. These it 

13 Formed on February 19, 1847, through the amalgamation of the Blair Iron Company and 
the Ayrshire Malleable Iron Company—Glasgow Constitutional, March 10, 1847; Paterson, 
House of Lords Scotch, Appeals, 1, 611. 

14 The incidence of the collapse in Glasgow can be seen by examining the list of failures in 
the city in D. M. Evans, The Commercial Crisis 1847-8 (London, 1849), Appendix, pp. 
Ixxxix—ci. The only failure in iron was the Ayrshire Iron Company. The entrepdt trade of 
Glasgow suffered most heavily and they found themselves unable to dispose of imports profitably 
due to an excessively high level of import and to disappointments in the possible trade with 
China.—Second Report of the House of Commons Select Committee on Commercial Distress, 
1847-8, Qs. 6192-4. It does not seem possible to think that these losses, though heavy, were 
severe, nor were they due to the activities of the exchange companies, which, although they 
originated in Glasgow, did not dominate the life of the city—C. R. Fay, Great Britain Since 
Adam Smith (4th ed.; London, 1944), p. 194. 

15 Iron warrants (that is, a promise to deliver a certain amount of iron on demand, or on a 
specified date, the iron held by a third party acting as security) were regarded as good bills, 
and in the autumn of 1847 there was no difficulty in obtaining discount on them.—Second Report, 
Q. 6080. 

16 Second Report, Qs. 6079-85, 6987, 6298, 7141, 7482-83. 

17 Session Papers, CDLXXXIX, 96 (in Signet Library, Edinburgh). Fortunately for the iron- 
masters and for the whole of Scotland, the Scottish banks came through the railway age com- 
paratively unharmed. Even the British Linen Bank, which had accommodated both the railways 
and individuals, “lost very little, though in one case they had to wait years before recovering 


payment.”—C, A. Malcolm, The History of the British Linen Bank (Edinburgh, 1950), p. 124. 
For their profits during this period 1842-47, see p. 125, n. I. 
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experienced in 1848 when the vulnerability of its markets abroad, on 
which it was so dependent, was fully revealed. Even before that, it was 
difficult, with prices below 50s. per ton, to have profitable production, 
and there was a curtailment of the expansion of the industry. The 
Hamilton Estates at the beginning of October decided not to accept 
any of the good offers that several of the leading ironmasters had made 
for some ironstone, because it was no longer a favorable time for 
mineral leases. Enterprises, already under construction, continued. But 
the only new venture was the Nithsdale Iron Company, which started 
to build the three furnaces of the Afton Ironworks at New Cumnock. 
These were thoroughly unsuccessful even though experienced labor was 
brought from England. Another English company, which leased min- 
erals at Kerse in Ayrshire intending to start operations in the New Year 
never did so. 





VI 


The trends of the preceding years, leading to considerable dependence 
on overseas markets, became evident at the beginning of 1848. Home 
demand continued to fall alarmingly. Even the January exports, on 
which much hope had been placed, were less than those of 1847 by 
4,135 tons to 17,555 tons, although some of the decline may have been 
due to weather difficulties. Consequently, stock rose by between 10,000 
and 20,000 tons in January. In the circumstances the failure of the 
Ayrshire Iron Company with liabilities of £250,000 at the very end of 
1847 might well have started a panic, especially as it involved several 
leading figures in the Scottish iron trade. But the company was eff- 
ciently conducted and arrangements were made to pay the whole of its 
debts and liabilities. When the shareholders promptly paid the first 
installment of 10s. on the pound, its affairs assumed “a more pleasing 
aspect” that prevented a sudden general loss of confidence. Moreover, 
the market rate of interest was falling, and in January the bank rate fell 
to 4 per cent. Speculators, therefore, once again appeared in the market 
toward the end of the month and made a few purchases, probably 
mainly for expected Continental demand in the spring. Consequently, 
in spite of the adverse factors, prices rose by 2s. during the month to 
48s. 6d. for mixed brands. In January, therefore, the masters showed 
their renewed confidence, though it had little foundation, by putting 
five more furnaces into blast. 

During February 1848 the confidence seemed justified until the last 
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two days. There was a fair amount of demand of a bona fide character 
to satisfy present wants, and the price rose to 51s. But the French Revo- 
lution at the end of the month ended quite decisively the recovery that 
might have taken place. Exports to France and the Continent ceased, 
and, since the trade was greatly dependent on these, France taking 24,- 
836 tons in 1847 and Germany 49,254 tons, the growing dependence on 
foreign markets of the previous nine months became apparent. More- 
over, the depression was intensified in March by speculators throwing 
on the market the lots that they had purchased in advance of the usual 
spring demand from the Continent. Price, therefore, fell to 4os., the 
lowest of the whole period, which must have left little or no profit. 
Other adverse factors worsened this situation. Scottish home consump- 
tion itself fell by over 40,000 tons, while that of England and Wales, 
although it improved toward the end of 1848, was slightly less than in 
1847. On the other hand, production was up over 1847 by about 60,000 
to 600,000 tons. 

Fortunately, a few favorable features relieved these difficulties. All 
spring and summer the demand for manufactured iron remained fairly 
steady, and of particular interest and benefit to Scotland were large 
contracts for cast iron pipes that were given out at this time, one from 
the Liverpool Corporation being for upwards of 30,000 tons. Secondly, 
the easing monetary pressure, causing 1848 to be a year of financial 
recuperation for Britain, gave an incentive to the finishing of railways. 
Thirdly, and much more important for Scotland, the volume of exports 
kept up through a change in the pattern, American replacing French 
demand. In 1848 the exports of Scotch pig to the United States increased 
over 1847 by 45,242 tons to 90,235, which offset the decline from 24,836, 
in 1847 to 5,859 tons in 1848 in exports to France. The result was that 
total foreign export of pig iron from Scotland increased from 143,460 
to 162,114 tons at a time when the total exports of pig iron from the 
whole of the United Kingdom fell from 176,086 to 175,650 tons.’* The 
only drawback to the American demand was that it was selective and 
certain grades of iron were more acceptable than others.’® But this 
prevented the disaster that would otherwise have overtaken the trade.” 

The year 1848 was in fact the most difficult that the Scottish iron trade 


18 Accounts and Papers, 1847 (489) LVIII and Accounts and Papers, 1848 (623) L. 

19 Gartsherrie brands were sold for the American market in June 1848 for 53s. to 54s. a ton 
while the price of general mixed brands in Glasgow was 425. 6d. cash. 

20 Fortunately, the chief railway expansion in America came in the late 1840's. In 1849 
double the mileage of 1847 was completed—W. B. Smith and A. H. Cole, Fluctuations in 
American Business, 1790-1860 (Cambridge: Harvard University Press, 1935), p. 88. 
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experienced, and in 1849 the course of development of the industry was 
changed. The conditions that had led to the expansion of 1845 and 1846 
did not reappear. In 1848 there was an almost complete cessation of 
activity in Ayrshire, and all the works there, except Glengarnock, were 
out of blast at the beginning of the year. Ten new furnaces were com- 
pleted in 1848 and three in 1849, bringing the total in Scotland to 143. It 
remained at this number until 1851, when another one was added. 
These, however, represented the completion of already-laid investment 
plans. No more of the speculative enterprises appeared, and those that 
survived for a few years petered out by 1860. The search for minerals 
continued, but it was caused by the exhaustion of the present supplies 
and carried on by, or for leasing to, established firms. No new capital 
was going into Scottish iron and even though the upset price of Blair 
was reduced successively from £65,000 to £50,000 and then in June 
1849 to £45,000, there were no bidders. Consequently, hopes for the 
future faded. Even the Aberdeen Journal, which held that the troubles 
of 1848 had passed “lightly” over the trade, had to admit that they had 
“extinguished any sanguine expectations of the ironmasters and their 


” 


men. 





VII 


With the end of 1848 almost all traces of the boom years vanished 
from the Scottish iron trade. In 1845 speculative demand had induced 
expectations of a long period of high profits that were never realized. 
The factors determining the industry’s prosperity over the years were 
various, but the most significant can be fairly easily determined. A 
useful conclusion to this study is to summarize these and especially their 
relations to the fluctuations in prices. 

The price movements fall into three distinct phases. First a time of 
very high prices, though with considerable fluctuations, until the 
autumn of 1845; secondly, a period of fairly steady prices, averaging 
about 7os. per ton, until October 1847; then came a sharp drop to just 
over 40s., which lasted beyond the end of 1848. Each of these phases 
has some distinctive characteristics. The first was, of course, the period 
of the large-scale flotation of railway companies, which, beginning in 
the autumn’ of 1844, continued unchecked until August 1845. The in- 
creased demand for iron for this development was bound to cause a 
considerable rise in the price of Scottish pig. And, undoubtedly, the 
expectation of such a rise brought many speculators into the market 
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in 1845. Real and speculative demand then combined to send prices up 
rapidly. The most surprising feature of this phase, however, was its 
brevity. Two factors account for this. First, the productive capacity of 
the Scottish trade had been considerably increased since the peak of the 
previous boom in 1836, enabling it to meet the extended demand 
quickly and fairly adequately. More important, much of the increase 
in price was, of course, the result of speculation. This demand was liable 
to be affected by every change in confidence and especially by the 
monetary policy of the Bank of England. In 1845 changes in speculative 
demand, even before a general break in confidence, caused violent fluc- 
tuations in price. But the gradual calling up of payments on shares 
brought increasing difficulties. In August 1845 the price of railway 
shares reached their peak just before a financial panic developed. As a 
result, much of the speculative demand for iron was removed, bringing 
an end to the phase of very high prices. 

In spite of these factors, shortening the time of great prosperity, the 
ironmasters carried out much capital investment. From just over 100 
furnaces at the beginning of 1844, the number increased to 140 by the 
end of 1848. This expansion might have been greater if the confidence 
of the ironmasters had not been considerably shaken between 1836 and 
1843, when many had invested, and lost heavily, in the iron trade. The 
expectations about the future were therefore less sure in 1844, and 
investment plans were liable to be revised with even a slight change in 
prosperity. Such a change began with the second phase, when most of 
the speculative demand was removed. With the transition to less pros- 
perous conditions, the level of capital investment fell. A number of 
projects were given up in the summer of 1846, and generally the only 
investment that was continued represented a completion of plans al- 
ready started. 

Fortunately for the Scots, foreign demand took up much of the 
surplus iron that became available in 1846 and after, preventing prices 
from falling below a base of more than 60s. per ton. At this level most 
of the Scottish ironmasters, at least in the established works, found 
production quite profitable. During these years the foreign markets, 
both on the Continent and in America, occupied the same position for 
the Scots producers as English and Welsh markets had in the depression 
after 1836. At that time the Scottish ironmasters found that, with their 
low production costs, they could undercut English and Welsh producers 
in their home markets. The latter, by cost-reducing techniques such as 
the hot blast, were by the mid-1840’s able to meet Scottish competition 
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even at low prices. Outside Britain, however, ironmasters were still 
comparatively high-cost producers. So as conditions at home became 
more difficult, the Scots relied more and more on foreign markets to 
clear much of their surplus produce even at a relatively low profit. After 
the beginning of the third phase, in the autumn of 1847, foreign markets 
continued to take a large proportion of the Scottish production. In that 
year financial crises on the Continent and in the United States combined 
with those at home to push the price per ton of iron down from just 
above 60s. to just above 4os. Though this fall was sharp and lasted for 
some time, it must be explained that, unlike many other industries in 
the west of Scotland, there was no collapse in iron. The trade simply 
became less prosperous. Even capital investment in the industry did 
not cease abruptly. The revision of plans had taken place earlier, and 
those that survived were still carried out, all being completed by 1849. 
The reason the Scots avoided many troubles in the year of declining 
activity was undoubtedly the existence of foreign markets. It seems 
impossible to overemphasize their importance. Certainly the Scottish 
iron trade could not but be affected by the commercial crisis of 1847 and 
1848, but in none of the years considered, except perhaps toward the 
end of 1848, could it be described as in deep depression. The presence of 
foreign markets enabled the Scots to send most of their troubles to 
producers abroad in the form of low-priced iron. 
R. H. Campsett, King’s College, Aberdeen 








Federal-State Financial Relations, 
1790-1860 


INANCIAL relationships between the federal government and the 

states were a critical matter in the founding and early operations of 
the federal government under the Constitution, with the settlement 
of the Revolutionary War debt the object of chief concern. When the 
debt was ultimately secured, other matters arose to keep funds passing 
from one level of government to another. Some of these were of major 
political importance, while others involving substantial sums made 
little political impact, being less controversial. The purpose of this paper 
is to provide a systematic review of the areas of federal-state financial 
contact from 1790 to 1860 and to provide more details on some lesser 
known areas that are of more than technical interest. Table 1 lists the 


TABLE I 
FEDERAL-STATE FINANCIAL TRANSACTIONS, 1790-1860 
($000) 


States Federal to 
Date Program to Federal States 
1790-1794 Assumption of state debts $18,272* 
1790 Funding Continental debt 6,100*t 
1794 Settlement of accounts 4,221 
1791-1796 Grants to District of Columbia _ 
1797-1808 Maryland loan to District of Columbia (principal) .... 250 
1791-1834 Interest to states on U. S. securities 6,000t 
1801-1860 Miscellaneous land transactions 1,256 
1810-1860 Public-land funds (3%-5% funds) 6,110 
1814-1816 Direct tax _— 
1815-1860 INT Giay SCLCRSS ECCS, ceeccecscicusecesesdeviaviectssecsstevecteasecteySeasess 6,616 
1830-1860 Purchase of state securities (net) 5,400T 
1830-1860 Interest on state securities _ 
1832 Virginia claims 381 
1837 Surplus revenue 28,101 
1842-1854 Distribution of land proceeds 637 
1850-1860 Provisions for Texas debt 12,560f 
1850-1860 Interest on United States securities held by Texas 1,700t 
1857-1860 California debt gor 





$98,500t 


* Payment made in securities rather than cash. 
+ Approximate. 
t Payment made in securities and cash. 
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various programs that involved transfers of cash or securities between 
federal and state governments during this period, with the dates and 
the sums involved. 


The debt program adopted by Congress in 1790 under Hamilton’s 
influence consisted of three parts, each of which intimately concerned 
federal-state relations. Federal assumption of the states’ debts was the 
most controversial part of the debt program. The Funding Act author- 
ized the federal government to receive certificates of state war-incurred 
debts and to issue federal securities in exchange. For every $90 (face 
value) of securities turned in (counting both principal and arrears of 
interest), the United States was to issue $40 of 6 per cent stock, $30 of 
3 per cent stock, and $20 of stock bearing no interest until 1801, then 
6 per cent thereafter. No dates were fixed for redemption. 

A total of $21.5 million of state debts were authorized for assumption, 
and a quota was assigned to each state. But not all the quotas were 
filled, so the total assumed was only $18.3 million. Effects of this on 
individual states are shown in Table 2. 

The second important part of the Funding Act provided for the fund- 
ing of securities issued by the Confederation into new federal issues. 
State governments had acquired about $9 million of the $27.5 million 
(principal) of Confederation debt outstanding in 1789.’ The law pro- 
vided that for every $90 worth of principal turned in, there should be 
issued $60 worth of 6 per cent stock and $30 of deferred (bearing 
interest after 1801). Arrears of interest were funded into 3 per cent 
stock. State governments received a total of about $6 million from this 
provision, representing $3.5 million principal and $2.6 million arrears 
of interest, distributed as shown by Table 2.7 

The third part of the funding program was the settlement of accounts 
between the states and the national government, completed in 1793. 
This was intended to equalize the per capita burden of war expenditures 
among the states. Each state was credited with sums it spent for the war 


1 Pennsylvania, New York, and Maryland had funded the Continental certificates held by 
their citizens, issuing state certificates in exchange, and had also accepted Continental securities 
in payment for lands. They acquired $6.1 million, $2.3 million, and $650,000 respectively. 
Several other states had acquired lesser amounts in similar fashion. See E. James Ferguson, 
“State Assumption of the Federal Debt During the Confederation,” Mississippi Valley Historical 
Review, XXXVIII (1951), 416-22. 

2 Pennsylvania and New York did not fund all their large holdings, but returned some to 
the previous owners who funded them. 
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State 
New Hampshire 
Massachusetts 
Rhode Island 
Connecticut 
New York 
New Jersey 
Pennsylvania 
Delaware 
Maryland 
Virginia 
North Carolina 
South Carolina 
Georgia 


TABLE 2 


FUNDING, ASSUMPTION, AND SETTLEMENT 


Total 
Debt 
Outstanding * 

$ 343 
6,316 
694 
1,914 
1,224 
807 
1,175 
59 
729 
33725 
2,370 
6,600 


($000) 


Federal “Aid” 





Debt 
Assumed 
by United 

States 

$ 283 

3,982 
200 
1,600 
1,184 
695 
778 
59 
517 
23934 
1,794 
4,000 
246 


Securities Received from 
United States 





For 
Continental 
Securities 
Funded t 
$ 150 


Under 


$ 90 
(270) 1,499 
38 360 

7 743 
2,107 
2,535 
927 
(35) 
(29) 


(50) 


: 


1,447 
24 





$18,272 


$6,148 $4,222 


Settlement 
of Accounts ¢ 


Total 
$ 523 
5,751 
598 
2,350 
3,291 
754 
35313 
59 
1,444 
2,969 
1,823 
5.447 
320 


$28,642 


Debts Due 
Under Settlement 
of Accounts t 


Total 
Securities from 
United States 


“Net 
Position” § 


Remaining after 


New Hampshire 
Massachusetts 
Rhode Island 
Connecticut 
New York 
New Jersey 
Pennsylvania 
Delaware 
Maryland 
Virginia 

North Carolina 
South Carolina 


Georgia 


Assumption * 


$ 240 
1,769 
398 
750 
2,107 
59 
2,535 
927 
35 
29 
1,447 
74 


$10,370 


C$ 180 
D 565 
D_~ 96 
C 336 
C 2,067 
» 3 
C 2,138 
C 715 
D756 
D 547 
D 1,153 
D 380 


C$1,986 


$3,518 


* Total debt outstanding equals Hamilton’s estimate of September 1791 plus debt previously 
assumed. Debt remaining after assumption estimated by taking amount Hamilton estimated out- 
standing in September 1791 and subtracting debts subsequently assumed. 

+ Figures in parentheses are uncertain. 

t Upper column exceeds lower by amount of interest credited. 

§ C =creditor; D = debtor. 

Sources: Ratchford, American State Debts, pp. 60, 63; data on Continental securities funded 
obtained from sources listed for Table 3. 
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or related purposes and debited for sums received from the national 
government, including debts assumed under the funding program. 
Each state’s net contribution was compared to a quota based on popula- 
tion. The final accounting showed that seven states had contributed 
more and six less than their quotas. A total of $3.5 million was due from 
the latter group to the former. In 1794 the federal government issued 
this amount of securities to the creditor states, two thirds in current 6 
per cent stock, one third in deferred stock, plus $0.7 million of accrued 
interest in 3 per cent stock, as shown in Table 2. The settlement failed 
of complete equalization because of the failure of the debtor states to 
pay up the amount of their deficiency.° 

Table 2 summarizes the effects of the funding program on the indi- 
vidual states. The column headed “Net Position” shows the difference 
between each state’s initial debt and the total federal “aid” it received. 
For all states combined, federal aid exceeded initial indebtedness. But 
the distribution varied widely. Massachusetts and South Carolina, 
which had the biggest debts to start with, received the most aid but still 
ended up debtors. Virginia, North Carolina, and Georgia were also 
substantially net debtors in the end. On the other hand, New York 
and Pennsylvania emerged with large creditor positions, reflecting their 
large holdings of Continental securities. The fact that New York’s net 
gain was just about equal to its large unpaid balance due under the 
settlement of accounts caused considerable criticism. Maryland, New 
Hampshire, and Connecticut also enjoyed comfortable creditor positions. 

In some states, holders of eligible state securities were reluctant to 
turn them in. The terms of exchange were not particularly favorable— 
for every $90 worth of state securities turned in, the creditor received 
federal securities worth about $72 in the market.* Consequently, 
several of the states took steps to improve the terms of exchange for 
their former creditors. Maryland, Pennsylvania, and New York used 
for this purpose the securities they received from funding Continental 
certificates.” 


3 See B. U. Ratchford, American State Debts (Durham: Duke University Press, 1941), pp. 
62-66, for subsequent developments; American State Papers: Finance, 1, 26, 479, for discussion. 
A detailed account of the settlement is given in an unpublished doctoral dissertation by Whitney 
K. Bates, “The Assumption of State Debts” (University of Wisconsin, 1951), pp. 62, 193-231. 

4 Hugh H. Hanna, Financial History of Maryland (Baltimore: The Johns Hopkins Press, 1907), 
pp. 28-31. 

5 Maryland gave her former creditors current United States 6 per cent stock in exchange for 
the deferred and 3 per cent stocks they received.—Ibid. New York gave current 6 per cent stock 
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Many states were also enabled to deal more generously with their 
remaining creditors. Pennsylvania, Connecticut, and Maryland re- 
deemed all the state debt they could find either by exchange for United 
States securities or with cash obtained by selling some of their holdings. 
Rhode Island reduced its debt from $0.5 million to $0.1 million in the 
same manner.° 

Four states did not deal so favorably with their remaining creditors. 
South Carolina and Massachusetts held on to their federal securities, 
using the income from them to service their substantial remaining debts, 
but redemptions of the latter were made only at figures well below 
par.’ North Carolina and Georgia also preferred to retain their smaller 
holdings of United States securities and to continue redeeming their 
debts below par.® 

The most controversial aspect of Hamilton’s debt program was the 
large benefits allegedly reaped by speculators—especially by the assump- 
tion of state debts. Many states’ securities sold in the open market for 
10 per cent of their face value or less at the time the Funding Act was 
being debated.° This furnished considerable scope for speculative gains. 
To be sure, federal assumption did not provide the speculator with the 
face value of his securities in cash."® Even so, some securities rose as 
much as sixfold in value. 

However, one cannot attribute all of this to federal assumption, for 
much of it would have occurred anyway. Low security prices prior to 
1790 reflected in part the general economic depression and monetary 
stringency of the times and the use of paper money by the states for debt 





for deferred—Don C. Sowers, Financial History of New York State (New York: Columbia 
University Press, 1914), pp. 254-57. Pennsylvania issued additional stock to former creditors to 
cover the depreciation of their claims resulting from the deferred and 3 per cent stocks. About 
$360,000 was issued.—Raymond Walters, Jr., “The Making of a Financier: Albert Gallatin in 
the Pennsylvania Assembly,” Pennsylvania Magazine of History and Biography, LXX (1946), 
261-66; reports of the state treasurer appended to Journal of the Pennsylvania State Senate, 
1791-1796. 

6 Acts and Resolves of the Rhode Island General Assembly, February 1797, pp. 25-26. 

T Ratchford, American State Debts, pp. 69-70; Charles J. Bullock, Historical Sketch of the 
Finances and Financial Policy of Massachusetts (“Publications of the American Economic As- 
sociation,” VIII, No. 2, 1907), pp. 20-25. 

8 Ratchford, American State Debts, p. 68. 

®See quotations in Nathan Schachner, The Founding Fathers (New York: G. P. Putnam’s 
Sons, 1954), p. 120. 

10 The federal securities received in exchange for $100 of state securities would have sold in 
the open market for about $67.00 in December 1790 and $80.00 in July 1791. See prices in 
Joseph S. Davis, Essays in the Earlier History of American Corporations (Cambridge: Harvard 
University Press, 1917), II, 340. 
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service." These causes of depreciation would have been ameliorated 
after 1790. Furthermore, some of the states would have dealt generously 
with creditors if no federal assumption had occurred.” So not all the 
rise in security values can be attributed to federal assumption of the 
state debts. 

Shedding most of their debt burden enabled the states to reduce 
taxes—but this principally took the form of the shift of the tariff from 
state to federal jurisdiction. Some states did reduce internal taxes about 
this time—New York, Maryland, and Pennsylvania all ceased to levy 
general property taxes and Virginia and Massachusetts reduced theirs. 
Pennsylvania and Massachusetts also lowered excise taxes, but this was 
associated with imposition of similar taxes by the federal government.”* 

However, Hamilton’s program furnished many of the states with a 
substantial source of revenue from the federal securities which they 
received in the funding and settlement operations. States held as much 
as $7.5 million of the federal debt—about 10 per cent of the total—in 
the 1790’s. Income from this source made up nearly one fifth of total 
state revenue in 1795-1800, averaging about $225,000 a year—this not 
counting redemption installments. Table 3 shows the distribution of 
state holdings for selected years prior to 1834, when all were redeemed. 
Figures include subsequent open-market purchases by Pennsylvania, 
Maryland, New Jersey, and others. 

Many states used their federal securities directly to promote banking 
and other economic enterprises.’* Pennsylvania sold $1 million of its 
original holdings to raise funds for transportation projects, and in other 


11 See Allan Nevins, The American States During and After the Revolution (New York: The 
Macmillan Co., 1924), pp. 519-22, 534; Merrill Jensen, The New Nation (New York: Alfred A. 
Knopf, 1950), pp. 319-21; Ferguson, “State Assumption of the Federal Debt ...,” pp. 
416-19, 421-23. 

12See Albert Gallatin, Sketch of the Finances [1796] in Writings, ed. Henry Adams 
(Philadelphia, 1879), III, 131. Judging from pre-1789 experience, Massachusetts, Rhode Island, 
North and South Carolina, and possibly Georgia would have had difficulty with their debts in 
the absence of federal assumption. But, of these, all except North Carolina would have been 
helped by the settlement of accounts. See Ratchford, American State Debts, pp. 42-59; Jensen, 
The New Nation, pp. 308-9; Bates, “Assumption of State Debts,” p. 31. 

13 See American State Papers: Finance, 1, 425, 427, 431; Bullock, Finances of Massachusetts, 
pp. 19, 138; Leland D. Baldwin, Whiskey Rebels (Pittsburgh: University of Pittsburgh Press, 
1939), p. 78; W. F. Dodd, “The Effect of the Adoption of the Constitution upon the Finances 
of Virginia,” Virginia Historical Magazine, X, No. 4 (1903), 368. 

14 Pennsylvania subscribed $0.5 million of its stock to the Bank of Pennsylvania in 1793, 
bought $0.4 million more as an investment in 1795 and, in turn, subscribed that to the bank’s 
capital in 1802-4 (sources in note 15). North Carolina subscribed its $40,000 of United States 
securities to a bank in 1812, and South Carolina subscribed $200,000 in 1819. Virginia’s stock, 
amounting to $35,000, was transferred to an insurance company in 1803, possibly as a capital 
subscription. (Sources for these states listed in Table III.) 
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states, redemption of federal securities was contemporaneous with in- 
vestments either in securities or in capital projects..° Maryland used 
some of its United States securities to make a loan in 1796-1800 of $250,- 
ooo to the federal commissioners who were preparing Washington as 
the nation’s capital.*® 

At the time, the funding program was criticized as a measure to ex- 
pand the influence of the federal government at the expense of the states. 
But looking beyond the decade of the 1790’s, one finds a contrary tend- 
ency. The states, relatively debt free, were in a strong position to expand 
their functions in the direction of “internal improvements” of many de- 
scriptions. In particular, New York, Pennsylvania, and Maryland, all of 
which benefited substantially from the funding program, soon went in 
for extended investment programs. The federal government, on the 
other hand, was inhibited from such expansion by the large burden of 
the debt, which reinforced the strict-construction views of Jefferson, 
Monroe, and Jackson. 

The long-run effects of Hamilton’s program on the states may have 
been detrimental. Critics have pointed out that relieving the states of 
their debts also relieved them of responsibility and sometimes led to ex- 
travagance in the incurring of debts later on.’ Furnishing the states 


TABLE 3 


STATE HOLDINGS OF FEDERAL SECURITIES, SELECTED YEARS 
(Par Value in $000, December 31) 


State 1791 1795 1803 1807 1813 1820 1830 
New Hampshire ...... $ 150 $ 244 $ 222 $ 203 $ 164 $ 129 $ 66 
Massachusetts _............ (270)* 1,535 (1,400) 712 533 (365) — 
Connecticut ................ 7 553 420 364 250 118 55 
Rhode Island ............ 38 (10) — — — — — 
New York .............. 2,107 2,119 777 779 780 a — 
Pennsylvania .............. 2,535 416 330 25 — — -— 
New Jersey ............ _— 59 53 47 36 76 126 
Wel aWare iec.csc0scsoccssise _— (8) 36 54 — ~- — 
Maryland ................... 927 763 837 1,267 935 470 335 
WARINIAY cs edstestcesaes 35 35 — —_ 14 14 _— 

(Continued) 


15 Papers of the Governors of Pennsylvania, 1785-1817, Pennsylvania Archives, Ser. IV, pp. 
261, 349-50; State Treasurer, Reports, 1791-1805. New York sold $1.4 million of United States 
stock in 1797 and was buying bank stock as the proceeds came in. When the remainder was 
sold in 1818, the state had begun the Erie Canal. In Connecticut, Delaware, New Jersey, and to 
some extent Maryland and Massachusetts liquidation of United States securities was accompanied 
by purchase of bank or other corporation stock. (Sources for Table 3.) 

16 See below, p. 244. 

17 See Ratchford, American State Debts, pp. 67-68. 
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TABLE 3 (Continued) 











North Carolina. ........ (29) 42 46 58 —_— — — 
South Carolina ........ —_ 1,447 1,290 1,147 593 — —_— 
RORONMPAN, (ooo se cecreseecucreee (49) 73 62 52 33 7 4 
OIE ssscccsenses $6,147 $7,306 $5,473 $4,708 $3,338 $1,179 $586 
Treasury total ...... — — $5,809t  $4,928t $3,380§  $1,284t — 


Estimated interest .. $ 220 $ 255 $ 275 $ 235 $ 155 $ 50 $ 15 


* Figures in parentheses are uncertain. 
+ June. 

t September. 

§ March 1814. 


Sources: 

An asterisk (*) before the source indicates that state holdings of old 6 per cent and deferred 
stocks were interpolated by use of redemption formula appearing in American State Papers: 
Finance, 1, 383. 


* New Hampshire: Journal of the State House of Representatives, 1788-1815; Niles Register. 

* Massachusetts: Bullock, Finances of Massachusetts; Reports of State Treasurer, 1792-1800 
(MSS, Massachusetts State Library), 1803-18. 

* Connecticut: Treasurer’s Office, Reports, 1790-1818 (MSS, Connecticut State Library); 
Niles Register. 

Rhode Island: Acts and Resolves of the General Assembly, 1789-1805. 

New York: Sowers, Financial History of New York State; Reports of State Treasurer, 1789- 
1812, in Journal of the State Assembly; American State Papers: Finance. 

Pennsylvania: Reports of State Treasurer, 1790-1810, appended to Journal of the State Senate. 

*New Jersey: Reports of State Treasurer, 1801-1836, in Votes and Proceedings of the 
General Assembly. , 

Delaware: Auditor’s reports in Journal of the State House of Representatives, 1796-1812. 

* Maryland: Hanna, Financial History of Maryland; reports of State Treasurer in Votes and 
Proceedings of the House of Representatives, 1789-1812; Niles Register. 

* Virginia: Stock ledgers of Virginia loan office (MS, National Archives); annual reports of 
Literary Fund in Journal of the House of Delegates, 1819-1835. 

* North Carolina: Stock journals of North Carolina loan office (MS, National Archives): 
Journal of House of Commons, 1804-1812. 

*South Carolina: Reports of State Treasurer, 1805-1819, in Acts and Resolutions of the 
General Assembly. 

* Georgia: Schedules and Statements of Georgia Loan Office (MS, National Archives). 

Totals of my figures for individual states can be compared with figures compiled by the 
United States Treasury appearing in Adam Seybert, Statistical Annals (Philadelphia, 1818), pp. 
736, 757; Register of the Treasury, Estimates and Statements, XIII, 18, 203-8 (MSS, National 
Archives). Comparison indicates my figures subject to a margin of error of about 10 per cent. 


with such a large quantity of federal securities may also have encouraged 
a cameralistic type of thinking that stressed financing government from 
earning assets rather than taxation.”** 


18 [bid., pp. 78-79; Hanna, Financial History of Maryland, pp. 40-45. One other payment 
arose out of pre-1789 accounts. In 1832 Congress authorized payment of $381,000 to reimburse 
Virginia for pensions paid to Revolutionary officers and provided for federal payment of future 
claims of that nature-—See United States Statutes at Large, IV, 563. 
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II 


When Texas was admitted to the Union in 1845 a debt problem arose 
that paralleled in many respects that of 1790. The Texas Republic (1836- 
1845) had financed heavy war and defense expenditures by issuing a 
great variety of claims and paper money, most of which had depreciated 
greatly and become an object of speculation. By 1846 its total debt 
amounted to $10 million.” 

After annexation, the state adopted a debt program that was very un- 
favorable to the creditors. Most of them refused to accept it and exerted 
strong pressure for federal assumption of the debt.” In 1850 Congress 
voted to pay $10 million to Texas for relinquishing one third of the 
republic’s original territory and for certain other property. Of this, $5 
million in United States 5 per cent securities was turned over to the state, 
with the intention that the state would use them to settle some of the 
unsatisfied claims, and would receive the remaining $5 million from the 
United States upon turning in the securities redeemed. But the law was 
worded ambiguously, and the state simply held most of the securities 
as an investment. Consequently, the other $5 million remained unpaid.” 

In 1855 Congress voted that the United States should pay the unsatis- 
fied creditors of Texas. The sum of $7.8 million was to be prorated 
among them, giving each 76.9 per cent of the face value of his securities. 
These securities were redeemed in cash as fast as the creditors turned 
them in over the next few years. Since the securities had sold for 10 to 
15 per cent of par in the early 1840’s, and for 25 to 4o per cent in 1850, 
the federal payment allowed for substantial speculative gains.” How- 
ever, the state of Texas was the chief beneficiary of the federal actions. 
Not only was it relieved of its debt, but it retained $3.5 million of federal 
securities as an earning asset, of which it still held $2.5 million in 1860. 
Texas received about $1.7 million in interest on its holdings from 1850 
to 1860—more than all its other revenues for that period combined.” 


19 Edmund T. Miller, A Financial History of Texas (Austin: University of Texas, 1916), pp. 
12-82. The population of the state was then about 136,000. 

20 Ibid., pp. 118-20. 

21 See ibid., pp. 121-23; William M. Gouge, The Fiscal History of Texas (Philadelphia, 1852), 
PP. 190, 204-5. 

22 Miller, Financial History of Texas, pp. 73-74, 128. On the extent of speculation, see Elgin 
Williams, The Animating Pursuits of Speculation (New York: Columbia University Press, 1949), 
pp. 138-92. 

23 Miller, Financial History of Texas, pp. 405, 416-21. 
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III 


The largest regular program of federal subsidies to state governments 
was adopted because of the extensive federal holdings of public lands in 
the new western states. To compensate for the tax disadvantages this 
entailed, the federal government adopted the policy of sharing with 
each state the proceeds of federal lands sold within the state. These 
grants were nominally earmarked either for transportation projects or 
for education and may be considered the original forerunner of the 
grant-in-aid.** 

The first such fund was established in 1803 when Ohio was admitted 
to statehood as the first public-land state. Eleven other states were given 
similar grants when they were admitted to the Union subsequently. 
The standard grant was 5 per cent of the net proceeds of federal lands 
sold within the state.” 

These funds constituted a regular item of federal expenditure from 
1810 on. About $6 million was paid to states down to 1860. Alabama, 
Missouri, and Mississippi each received just under $1 million, while 
Ohio, Illinois, Indiana, and Iowa got about $0.6 million each. The 
largest payments came in 1836, when $964,000 was distributed. After 
1845, the federal government withheld the shares of states that defaulted 
on interest due to the United States on state securities in federal trust 
funds.”* 

Compared with the total volume of state expenditures, these payments 
were not very large. But for newly formed frontier states, with limited 
tax resources and uncertain credit, they sometimes made up a sub- 
stantial part of total receipts.?* However, as the states lost their frontier 


24 Benjamin H. Hibbard, ‘4 History of the Public Land Policies (New York: The Macmillan 
Co., 1924), pp. 84-85. 

25 Ohio was to receive 3 per cent of the land proceeds in cash, to be spent for roads, while 
the other 2 per cent was to be spent by the federal government to build a road to Ohio from 
the East (this was the origin of the Cumberland Road). States subsequently admitted received 
either 3 or 5 per cent in cash, depending on whether they benefited from the Cumberland Road 
or not. Grants to five states were earmarked for education, the others for transportation. See 
Hibbard, Public Land Policies, pp. 84-85; Statement of Appropriations and Expenditures for 
Public Buildings, Rivers and Harbors, Forts, Arsenals, Armories, and Other Public Works, from 
March 4, 1789, to June 30, 1882, U. S. 47th Cong., 1st sess., S. Doc. 196 (1882). 

26 See below on defaults. In addition, Wisconsin was docked $101,000 for misappropriating 
that sum from the proceeds of federal land grants for canal construction. See Raymond V. Phelen, 
Financial History of Wisconsin (Madison: University of Wisconsin, 1908), pp. 455-59. 

27 Some approximate percentages of grant to total revenue are as follows: Ohio, 15 in 1810-20; 
Towa, 20 in the late 1850's; Illinois, 7 in 1818-35; Missouri, 30 in 1831-36.—Ernest L. Bogart, 
Financial History of Ohio (Urbana: University of Illinois, 1912), pp. 118-19; Biennial Report 
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status, the grants dwindled both absolutely and relative to other 
revenues. 

There is no indication that any federal supervision was exercised over 
the expenditures of these funds. In Ohio the money was turned over to 
the counties to spend for roads and apparently was not applied eff- 
ciently. Missouri adopted a similar procedure in 1833.”° Indiana, Missis- 
sippi, Louisiana, and Arkansas had extensive state projects to which the 
grants contributed; most of these ended unsuccessfully. The grants for 
education probably did more good: Michigan, Iowa, and Wisconsin 
had special school funds into which their grants were paid. 

Several minor federal-state transactions also related to lands. Of these, 
the most important was the settlement made with Georgia for cession 
of that state’s western lands to the United States in 1802. The United 
States agreed to pay Georgia $1,250,000 out of the proceeds of selling the 
lands, of which $1 million was paid in cash in 1814-1818 and the rest 
was covered by other credits.” 


IV 


Under the Constitution, responsibility for a major element of national 
defense, the militia, was divided between federal and state governments. 
On several occasions, state governments used their own funds for ex- 
penditures contributing to national defense and were subsequently re- 
imbursed by the federal government. A total of $6.6 million was paid 
over to states for defense claims. These claims were the subject of 


numerous acrimonious controversies, some of which have not entirely 
died out.*° 





of the State Treasurer of Iowa, 1859; F. C. James, Growth of Chicago Banks (New York: 
Harper and Brothers, 1938), p. 109; Niles Register, XLIII, 387; James N. Primm, Economic 
Policy in the Development of a Western State: Missouri, 1820-1860 (Cambridge: Harvard 
University Press, 1954), p. 85. 

28E. L. Bogart, Internal Improvements and State Debt in Ohio (New York: Longmans, 
Green and Co., 1924), pp. 9-10; Primm, Missouri, 1820-1860, pp. 76-77, 86. 

29 See Hibbard, Public Land Policies, p. 12; American State Papers: Public Lands, I, 279-80. 
Georgia in turn paid part of the money back to the federal government to cover its quota of 
the direct tax. The rest went into expanded internal-improvement expenditures——Milton S. 
Heath, Constructive Liberalism: The Role of the State in Economic Development in Georgia 
to 1860 (Cambridge: Harvard University Press, 1954), pp. 237-38, 371, 441. The federal 
government also paid $4.3 million direct to individuals to settle disputed land titles in this 
area.—P. J. Treat, The National Land System, 1785-1820 (New York: E. R. Treat and Co., 
1910), pp. 355-66. On other transactions involving lands, see Hibbard, pp. 237-38, 269-71. 

30 See B. U. Ratchford, “The Settlement of Certain State Claims Against the Federal Govern- 
ment,” Southern Economic Journal, 1V (1937), 53-75, on claims for the War of 1812; also 
Leonard D. White, The Jeffersonians (New York: The Macmillan Co., 1951), pp. 528-45. 
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Most of the claims arose out of the War of 1812, because of the ex- 
tensive use of militia troops, and also because the financial straits of the 
federal government made it necessary for many localities to undertake 
their own defense. The United States started settling these with pay- 
ments of over $2 million in 1817-1819, but many claims were not 
settled for many years. At first, only the principal sums were repaid; 
but this policy was modified to allow interest to the date of federal re- 
imbursement. In all, ten states had received by 1860 $4 million principal 
and $750,000 interest for claims out of the War of 1812.°" 

Other state claims arose out of the northeastern boundary controversy 
with Great Britain prior to 1842, the Seminole hostilities in Florida in 
1816-1818 and 1835-1840, the Mexican War, and various Indian hostil- 
ities. In the years 1857-1860 the United States paid out $0.9 million for 
the principal and interest of securities issued by California to finance 
Indian hostilities.*” 


V 


The financial exigencies of the War of 1812 led the federal govern- 
ment to impose direct (property) taxes on lands, houses, and slaves, ag- 
gregating $12 million in 1814-1815. In accordance with the Con- 
stitution, a quota of the tax was specified for each state in proportion to 
population.** However, each state government was authorized to as- 
sume payment of the quota of its residents, in exchange for which a 
discount of 15 per cent would be allowed for expenses of collection. 
Eight states did this at one time or another, paying a total of $3.2 million 
into the federal treasury, and earning a discount of about $0.6 million.** 


VI 


From the mid-1820’s on, the subject of federal-state financial relations 
underwent considerable scrutiny. The prospective elimination of the 
federal debt reduced federal spending obligations, but strong states’ 
rights sentiment opposed any expansion of other federal activities. 


31 Ratchford, “Settlement of Certain State Claims .. .,” pp. 56-57, 74; Raymond Walters, 
Jr., Alexander James Dallas (Philadelphia: University of Pennsylvania Press, 1943), p. 2233 
American State Papers: Finance, Il, 174; Virginia House of Delegates, Journal, 1824-1825, 
Documents Accompanying the Governor’s Message, p. 12. An additional $1.3 million of claims 
for the War of 1812 were paid after 1860.—Ratchford, ibid., pp. 56-57. 

82 William C. Fankhauser, 4 Financial History of California (Berkeley: University of Cali- 
fornia, 1913), pp. 311-13. 

33 See Adam Seybert, Statistical Annals, pp. 513-14. 

34 American State Papers: Finance, Il, 43, 219-20. 
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Those who wanted the federal tariff kept at protective levels, or who 
wanted internal improvements expanded, sought some program to unite 
federal revenues and state expenditures. Numerous official proposals 
were made and at least two bills to pay some sort of regular subsidy to 
the states passed Congress to meet a presidential veto.” 

The extinguishment of the federal debt and the great increase of 
federal land sales in the 1830’s caused the federal surplus to mount at 
an alarming rate. In June 1836, Congress voted that all funds in the 
Treasury as of January 1, 1837, less $5 million, should be divided among 
the states in proportion to their electoral vote. Although called a “de- 
posit,” it was generally understood that the funds would never be re- 
called.*® 

The total authorized for distribution was $37.5 million, and the first 
two quarterly payments of $9.4 million each were made on schedule. 
But the banking situation was becoming increasingly shaky in 1837, and 
by the time the third installment came due, most of the banks had sus- 
pended specie payments and some states had to accept depreciated bank 
credits. In October 1837 the emergency session of Congress postponed 
payment of the fourth installment and subsequently revoked it 
entirely.” 

No restrictions were placed on what the states might do with their 
shares, and the dispositions varied widely. Where extensive public works 
projects were under way, the funds were generally applied to them, and 
in the case of Michigan and Illinois, such projects were begun in antici- 
pation of the federal funds. Most of the states deposited their shares in 
banks, and several used the funds to make subscriptions to bank capital. 
In the Northeast the common practice was to turn the money over to 
local governments, which might loan or invest it, apply it to general 
public purposes, or distribute it among the citizens. In a few cases, the 
funds were used to retire state debt.** 


35 For the Bonus Bill of 1817, see Annals of Congress, XXX (1817), 185-86; A Compilation 
of the Messages and Papers of the Presidents, 1789-1897, ed. James D. Richardson, I, 584-85. 
For Clay’s bill to distribute the proceeds of public-land sales among the states, see Hibbard, 
Public Land Policies, pp. 179-83. For other proposals, see Annals of Congress, XXX, 933; 
American State Papers: Finance, V, 501-5. 

36 See Edward G. Bourne, The History of the Surplus Revenue of 1837 (New York: G. P. 
Putnam’s Sons, 1883), pp. 21-23. 

37 A detailed description of how the Treasury handled the distribution is given in Report 
of the Secretary of the Treasury ..., in Relation to the Execution of the 13th and 14th 
Sections of the “Act to Regulate the Deposits of the Public Money,’ Adopted June 23, 1836, 
U. S. 26th Cong., 1st sess., S. Doc. 14 (1839). 

38 North Carolina used $0.3 million to redeem bonds held by federal trust funds.—Bourne, 
Surplus Revenue, p. 92. 








240 Paul B. Trescott 





The allocation of funds to different uses is summarized in Table 4. 





TABLE 4 
APPLICATION OF THE SURPLUS BY THE STATES 
($000,000) 
Use Amount 
RC ee cece Cac cae pete opera cc Mate etc ast A a RING hd ROU AC aba suite $ 8.7 
PRN ep ogeeeee a eae ro cue tek sor ceca eu eects patety dhcneveuet eatin taki weeasiiee a niseanas 8.5 
General government Giiicliding interest) ..........::...cc.scecsssecsssssssseoseseesessescossssencessasessooseceseors 4.9 
ROR DURRANI Sse A 0R ace bad a Se en a ReL TEL ce tA NS esSoussy 37 
ame SEMIN REMA RTD IR MASECNR 567 o footnote SAT ne cd Shad abate vc sest oyasaoeces I.I 
INOUE MIND oso ecco hacen ey a ane oat ln wa ees Si hist oat usb ea ust uadaaeabuseads 1.2 
PRG te ee ee Reset ee 1 8 Re) NE N08 BPN ard RS ec Pa Sd ah eae $28.1 


* Much money invested in banks went in turn into loans to internal improvement projects 
(probably about $2 million). 


Source: Computed from Bourne, Surplus Revenue, passim. 


Most of the money served to promote capital formation, either 
through direct state investment or through banks and loan programs. 
However, one may entertain reservations about the productivity of the 
investments. Illinois and Michigan were encouraged to undertake pro- 
jects that were almost completely waste, and elsewhere federal aid 
stimulated continuation of projects of dubious merit—in Pennsylvania, 
Maryland, and Indiana, especially. . 

Perhaps the most permanently beneficial effect of the surplus was 
the encouragement given to state educational programs. At least thir- 
teen states provided that the income from investments made with their 
shares should be devoted to schools. Often these investments turned 
sour, but in most cases the state continued expenditures for education 
out of general funds to fill the deficiency—expenditures that might 
otherwise not have been undertaken.” 

At the same time the surplus was being disposed of, the federal gov- 
ernment provided a smaller, but still substantial, contribution to the 
states by purchasing state securities for federal trust funds. The chief 
purchases were for Indian tribes, representing the investment of pro- 
ceeds of land ceded by tribes who moved west in the 1830’s. The govern- 
ment bought $2 million of state securities in 1836 and another $1 million 
each in 1837 and 1838. This inaugurated an investment policy that was 
continued until after 1860.*° 


39 [bid., passim. 

40 The first federal security-holding trust fund was established in 1796 for the Seneca Indians. 
In 1800, the Navy Pension Fund was established, followed by the Privateer Pension Fund in 
1815. These funds combined owned about $1 million of securities in 1816-1832, mostly those of 
the United States. After 1832, the trust-fund device was greatly expanded for the benefit of 
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The purchases in 1836-1838 were widely diversified, covering ten 
different states, with two more added by 1840. Alabama was the princi- 
pal beneficiary, a total of $1.7 million going for its securities. Tennessee 
and Arkansas also received large sums. Federal holdings for selected 
years are shown in Table 5. 

TABLE 5 


FEDERAL OWNERSHIP OF STATE AND CITY SECURITIES, SELECTED YEARS 
(Par Value in $000) 


State 18 33* 18 36 1840 1845 1850 1855 1860 
Ce — $397 $1,697 $1,697 $1,697 aa oa 
Askanses ............ a — 774 634 631 $631 $631 
POG? secctvs eas. — — — — — a 132 
C30) 0:7 eee — — -- os —— — 4 
MUNOIS? 6st —_ — 49 73 73 73 73 
WGiana c5355.c0255: —_ 187 328 272 272 272 347 
Kentticky .........:.- —_ 244 410 260 260 183 — 
Louisiana: ...;...:.. —_— — —_ — — — 37 
Maryland .......... $224 260 379 241 241 211 146 
Michigan _.......... — 64 75 75 75 72 — 
Missouri: 3.02... -— ~~ 63 63 63 213 548 
New York .......... — 30 30 —_ ——~ — — 
North Carolina .. — 300 —_— — — —_ 562 
C11 ee — —_ 100 118 118 118 168 
Pennsylvania ...... — — 90 85 — — 96 
South Carolina .. -— —- — — —— a 125 
Tennessee .......... _ 500 567 567 442 566 491 
Wied». os2<600645.5 —_ — — — — 797 850 
Cincinnati, Ohio 100 100 —_ — —_ —_ —_ 
Washington, 

ee 59 66 — — — _ t 
Railroadst .......... — — —_— — — 612 612 


* Figures are for December 31 through 1840, then June 30. 

+ Less than $500. 

t Includes $100,000 bonds of Richmond and Danville Railroad, guaranteed by Virginia, and 
$512,000 bonds of Nashville and Chattanooga Railroad, guaranteed by Tennessee. 

Sources: Reports and records of federal trust funds. See note 40. 


This program, like the surplus and the 5 per cent funds, was strictly 
fair-weather aid. The three programs combined paid the states over $33 
million in 1836-1838.** But as hard times closed in, the federal surplus 





the many Indian tribes that were moved west by the government. Since the federal debt was 
being extinguished, the older funds, as well as the new, were invested chiefly in state securities. 
For historical details and a list of source materials, see my unpublished doctoral dissertation, 
“Federal Finance and the American Economy, 1790-1860” (Princeton University, 1954), pp. 
504-13, 520-21. Most of the purchases of state securities in 1836-38 were direct from the 
states, but in later years most were bought in the open market. 

41 Compare this with total state borrowing of over $100 million in 1835-38.—Ratchford, 
American State Debts, p. 79. 
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disappeared and land sales dwindled. The drying up of foreign capital 
supplies left many of the ambitious states with incomplete or unre- 
munerative projects and with tremendous debts, service of which re- 
quired sums in excess of feasible tax programs. As a result, eight states 
permitted interest on their debts to fall into arrears, and Arkansas, Mis- 
sissippi, Michigan, and the territory of Florida repudiated payment of 
all or part of their debts. 

These actions affected the federal government both as creditor and 
as potential benefactor. On the one hand, there was considerable sup- 
port for some sort of federal aid, the most extreme proposal being for 
federal assumption of the state debts.*” This was too strong for public 
opinion, but in 1841 the Whigs succeeded in passing Clay’s old proposal 
to distribute among the states the proceeds of federal sales of public 
lands. The Distribution Act of September 1841 increased the share of 
land proceeds going to the public-land states from 5 per cent to 15 per 
cent. The remaining land proceeds, after deducting costs of surveying 
and selling, were to be divided among all the states on the basis of popu- 
lation. However, the law provided that no funds should be distributed 
if tariff rates were raised above 20 per cent. When the tariff was in- 
creased in 1842 the distribution program was suspended after eight 
months of operation and was never revived. 

The total sum authorized for distribution was $691,000." Although 
disbursements were scheduled to occur semiannually, some states re- 
fused their shares in protest against the program. However, once the 
program had lapsed, all but Virginia claimed their shares.** 

This ended federal efforts to provide some sort of general financial 
relief to the states. The federal government then turned its attention to 
the other side of the problem, for it was the owner of a large amount of 
state securities that were in default—bonds of Arkansas, Illinois, Indiana, 


42 See Reginald McGrane, Foreign Bondholders and American State Debts (New York: The 
Macmillan Co., 1935), pp. 23-40. This is the best survey of state projects and the financial 
difficulties attending them. 

43 Details of calculation and shares of individual states are shown in Report of the Secretary 
of the Treasury, Showing, ..., the Amounts Paid and now Due to the State of Mississippi, 
with the Correspondence Relating Thereto, U. S. 28th Cong., 1st sess., S. Doc. 75 (1844). 

44 See the following protests: General Assembly of South Carolina, Report of the Committee 
on Federal Relations, on .. . the Distribution of the Sales of the Public Lands, U. S. 27th 
Cong., 2d sess., H. Doc. 101 (1842); Resolutions of the Legislature of Alabama on the Subject 
of the Act for the Distribution of the Proceeds of the Sales of the Public Lands, U. S. 27th 
Cong., 2d sess.. H. Doc. 104 (1842); Preamble and Resolutions of the Legislature of New 
Hampshire, Declaring the Distribution Act, the Tariff Act, and the Bankrupt Act, to be In- 
expedient and Unconstitutional, ..., U. S. 27th Cong., 3d sess. H. Doc. 63 (1843). 
Virginia’s share was paid to the “restored” (Union) government of the state in 1862.— 
Receipts and Expenditures of the United States, 1862, p. 88. 

















Federal-State Financial Relations 243 





Michigan, Maryland, and Pennsylvania, totaling $1.4 million in 1843. 
The Distribution Act authorized the United States to withhold the share 
of any state defaulting on debts owed to the United States, and the 
shares of Arkansas and Maryland were withheld.” 

In March 1845, Congress authorized the Treasury to withhold the 
5 per cent fund of any state in default, and this was done for Arkansas, 
Indiana, and Michigan.*® Eventually most of the recalcitrants resumed 
normal debt service.*” Indiana, however, adopted a complicated debt 
reorganization that the federal goverrment did not accept, and, as a 
result, the state made no payments to the United States on its defaulted 
bonds down to 1860.*° Arkansas, which had incurred its debt by issuing 
bonds to banks, refused to accept responsibility for the bonds and made 
no payments after 1842. The United States owned one fifth of the 
Arkansas debt.” 

Purchasing state securities as a trust-fund investment could be de- 
fended in 1836 because there was no federal debt. But the federal 
government continued to buy state securities even after the reincarna- 
tion of the funded federal debt in 1841. After redemptions and trans- 
fers had reduced federal holdings to below $3 million, another large 
purchase of $1.4 million was made in 1858. From a financial point of 
view, these investments were very unsuccessful, because of the high 
incidence of default and repudiation, and were a source of friction and 
ill feeling between the governments involved.” 


45 The law exempted debtor balances of 1793 and the surplus “deposits” of 1837. On 
Maryland, see John B. McMaster, History of the People of the United States (New York: D. 
Appleton and Co., 1883-1913), VII, 5; on Arkansas, see Bonds of Arkansas Held by the 
United States, U. S. 51st Cong., 2d sess., H. Report 3314 (1890), p. 2. 

46 Letter from the Secretary of the Treasury, Transmitting Information ..., Relative to 
the Two or Five Per Cent Fund with the State of Arkansas, U. S. 29th Cong., 1st sess., H. Doc. 
47 (1845). The sums withheld were: Arkansas, $70,000; Indiana, $108,000; Michigan, $31,000. 
Illinois resumed payments in 1846, before any federal funds were withheld. Michigan resumed 
in 1854. 

47 See McGrane, Foreign Bondholders, passim, on programs of the various states. 

48 See Report [of] the Committee on Finance, to Whom was Referred Bill No. 10, “To 
Provide for the Surrender of Certain Bonds of the State of Indiana,” U. S. 33d Cong., Ist sess., 
S. Report 64 (1854). Indiana’s account with the United States was finally settled in 1868.— 
See Letter from the Secretary of the Interior, Communicating, . . ., Information in Relation to 
Certain Indiana State Bonds, Held by Him as Trustee for Certain Indian Tribes, U. S. 41st 
Cong., 3d sess., S. Doc. 12 (1871). 

49 See McGrane, Foreign Bondholders, pp. 245-64. The account was finally settled in 1898.— 
See Bonds of Arkansas Held by the United States; U. S. Statutes at Large, XXX, 367-68. 

50 Further difficulties soon arose. In 1860, it was discovered that $870,000 of securities had 
been stolen.—Report [of] The Select Committee, . . . in Relation to the Fraudulent Abstraction 
of Certain Bonds, Held by the Government in Trust for the Indian Tribes, From the Department 
of the Interior . . ., U. S. 36th Cong., 2d sess., H. Report 78 (1861). Soon afterward, about 
$2 million of the trust-fund securities were defaulted by seceding states. 
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Vil 


Establishment of the national capital in Washington led to several 
interesting financial incidents. The states of Maryland and Virginia, in 
addition to ceding the land for the District of Columbia, also granted 
$72,000 and $120,000 respectively to the United States to be used for 
public buildings. Since the development of the capital was a political 
stepchild, the project was soon in financial difficulties, and Congress, 
unwilling to advance funds directly, authorized the commissioners in 
charge to borrow if they could. Maryland then lent them $250,000 in 
United States 6 per cent stock in 1797-1798 and 1800. This loan was re- 
paid out of the United States Treasury in 1804-1808.” 

In addition to all these measures involving intergovernmental trans- 
actions, the federal government entered jointly into several canal proj- 
ects with states. Federal funds were subscribed to the capital of four 
canal corporations in 1825-1833. Of these, Maryland and Virginia joined 
it in the Chesapeake and Ohio Canal; Maryland, Pennsylvania, and 
Delaware participated in the Chesapeake and Delaware, and Virginia 
entered into the Dismal Swamp Canal Company.” 


51 Maryland and Virginia petitioned for refund of their grants in later years on’ grounds that 
the money was only lent, but they were unsuccessful——See Payment of Certain Moneys Advanced 
by Virginia and Maryland to the United States, U. S. 60th Cong., 1st sess., S. Report 480 (1908). 
The District of Columbia commissioners sold the stock lent to them at a discount of about 15 
per cent. Maryland thereupon bought back $20,000 of it for $16,600. See American State 
Papers: Miscellaneous, 1, 219-21, 245-46; Wilhelmus B. Bryan, A History of the National Capital 
(New York: The Macmillan Co., 1914), I, 206. 

52 The division of stock ownership in these canals was as follows ($000): 











Investor C.& O. C.& D. D.S. 
SO EE ee $2,500* $ 450 $200 
NNR od. olsciks.spaseveeiessvonens 5,000 50 — 
Le ee ee 250 — 190 
SDRAM AU cchassuvestayvensceacteosevensecs — 25 — 
PMSRNRE AO RAUNED oo. esssecsczssessecvsessens —_— 100 _- 
Private Investors. ................000+. 609 1,625 96 

Wi A ect Pee $8,360 $2,250 $486 


*Includes $1.5 million invested by the cities of Washington, Georgetown, and Alexandria, 
D.C., taken over by the United States when it assumed their debts. 

Sources: Report [of] The Committee on Roads and Canals, to Whom was Referred the Ap- 
plication of the State of Maryland for a Surrender and Transfer of the Stock Held by the United 
States in the “Chesapeake and Ohio Canal Company,” U. S. 27th Cong., 2d sess., S. Doc. 313 
(1842); Letter from the Secretary of the Treasury, Transmitting an Opinion by the Attorney 
Canal, U. S. 40th Cong., 2d sess., H. Doc. 135 (1868); Hearings on HR 20775, U. S. 60th 
General Relative to a Proposed Sale of the Stock Held by the United States in the Dismal Swamp 
Cong., 1st sess. (1907). 
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The aggregate of all the transactions we have discussed brought a net 
flow of about $90 million from the federal government to the states (See 
Table 1). Not all of this can be considered gift or subsidy. This amount 
may be compared with federal expenditures of somewhat over $2 bil- 
lion in the years 1790-1860. The total receipts of the states during this 
period, including net borrowing, were probably on the order of $3 
billion. 

To particular states at particular times, federal funds bulked large. In 
the 1790’s, Delaware, New Hampshire, and Connecticut derived from 
20 per cent to 50 per cent of their revenue from federal securities, and 
Texas received over 50 per cent from this source in 1851-1860. Newly 
formed frontier states not uncommonly derived 10 per cent to 20 per 
cent of their revenue from their share of federal land sales. The com- 
bined effects of federal programs had a major influence in the states in 
1790-1800 and in 1836-1838. Otherwise, the federal-state transactions 
were not important economically. 

As we have seen, these transactions were related to state experiments 
with transportation and banking enterprises, and to the development of 
public education. The funding program helped arouse state interest in 
investing in earning assets. The 5 per cent funds, the surplus revenue, 
and federal security purchases all promoted internal-improvement 
projects. The surplus provided a major stimulus to the development of 
educational systems, and five states also received their 5 per cent grants 
earmarked for education, totaling $1.5 million down to 1860. 

Whatever their immediate economic importance, these programs are 
of interest in showing the continuing attention paid to the problem of 
reconciling the superior revenue-raising ability of the federal govern- 
ment with the desire for local autonomy and self-determination in 
government expenditures.” | 

Paut B. Trescott, Kenyon College 


53 See James A. Maxwell, The Fiscal Impact of Federalism (Cambridge: Harvard University 
Press, 1946), p. 18. 








Labor Unrest in England, 1910-1914 


I 


URING the last four years before the outbreak of war in 1914 the 

people of England experienced an unprecedented combination of 
political strife and labor unrest. The struggle over the budget of 1909 
had led to a constitutional crisis over the powers of the House of Lords 
in 1910-1911; suffragettes were resorting to obstructive and exasperating 
tactics to win the vote for women; the question of home rule almost 
resulted in civil war in North Ireland and brought what amounted to a 
threat of dereliction of duty by high military officers, who could not 
contemplate the use of force against the opponents of home rule; while 
the restlessness of labor brought a series of massive strikes in which the 
rank and file of workers often broke from the discipline of their leaders. 
After the Taff Vale judgment of the House of Lords in 1901, organized 
labor had shown an increased faith in political action; now the emphasis 
was on direct pressure on the employers as a means of improving the 
position of labor—although it was necessary to work through Parlia- 
ment to nullify the effect of the Osborne Judgment of 1909. It can 
never be known what solution might have been made of the threatening 
labor situation of the period had not hostilities begun in Europe in the 
summer of 1914. 

Available statistics point to a significant increase in the incidence of 
strikes in the period under discussion. In 1911, 9 per cent of the total 
industrial population was involved in strikes of various length, as 
compared with 2.6 per cent for 1902, 1.4 per cent for 1907, and an 
average of 2.9 per cent for the period 1902-1911. The number of persons 
directly involved in strikes beginning in 1912 was 1,233,116 as com- 
pared with 67,653 in 1905 and 223,969 in 1908. Figures of the aggregate 
duration of strikes in working days show a significant increase in 
1910-1914 over the average of the years 1902-1909. Comparable figures 
of the incidence of strikes may be found for the years 1893, 1894, 1919- 
1921, and 1926, the last being unusual because of the General Strike.* 


1 “Report on Strikes and Lockouts and on Conciliation and Arbitration Boards in the United 
Kingdom in 1911. With Comparative Statistics for 1902-1910,” Parl. Pap., 1912-13, XLVI, 
cd. 6472, passim; Parl. Pap., 1914-16, XXXVI, cd. 7658, xvi; “Settlement of Industrial Dis- 
putes in Great Britain,” Monthly Labor Review, XLVII (July 1938), 39-51; John Hilton, 
“Strikes and Lockouts,” Encyclopaedia Britannica (1950), XXI, 467-72. 
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The most obvious explanation of the increased number of strikes 
during the period may be found in general business trends. In periods of 
declining business activity or depression there is relatively little use 
in striking for increased wages; it is in periods of rising prosperity that 
gains are to be had. From the beginning of the Liberal administration 
in 1905-1906 the peaks of business activity were 1907 and 1913 and the 
low points were 1908 and 1914. Money wages showed some correlation 
with these trends—falling in 1908-1909 from the levels of 1907 and 
rising in 1910. Unemployment was relatively high in 1908 and in most 
of 1909 but fell thereafter. It may be expected, therefore, that the 
number of strikes would have increased from 1910 without the necessary 
operation of other factors.” Once the strike movement got under way, 
labor leaders made much of the point that since the turn of the century 
wages had failed to rise proportionately with prices and the worker 
was therefore losing in purchasing power. These strictures eventually 
received definite support from official reports, one of which stated that 
retail prices in London had risen from an index of 100 in 1900 to 109.4 
in 1909 and to 114.5 in 1912 and that the mean increase in the cost of 
fourteen essential items in eighty-eight towns from 1905 to 1912 was 
13.7 per cent. In none of these towns did the wages of skilled workers 
in the building trades rise more than 8 per cent during the same period. 

While the increase in the number of strikes from 1910 onward may 
be explained as a response to economic conditions, other forces were 
operating. There is evidence that large numbers of workers were losing 
faith in the political method of making gains for labor. There was a’ 
feeling that members of the Parliamentary Labour party were losing 
their fervor and were being too successfully introduced to the refine- 
ments of the House of Commons. The legislation of the Liberal govern- 
ment seemed to produce little direct benefit to the mass of workers and 
was in any case restricted in scope before the end of the year 1910. The 
constitutional struggle of 1910-1911 aroused very little interest among 
laborers. The dissatisfaction with the political approach was related 
to impatience with established trade-union leaders, who had become 
preoccupied with Parliamentary matters and failed to give to the 


2W. W. Rostow, British Economy in the Nineteenth Century (Oxford: Oxford University 
Press, 1948), p. 33, Table II; Parl. Pap., 1911, LXXXIX, cd. 5849, 3, 9, 30-31. 

3 Parl. Pap., 1913, LXVI, cd. 6955, xxxix-lix, passim, and 110-11; W. Cunningham, The 
Causes of the Labour Unrest and the Remedies for It (London: John Murray, 1912), pp. 8-9; 
Parl. Deb., 5th Ser., XXXIV, cols. 82-83, February 15, 1912; J. E. Barker, “The Labour Unrest 
and Its Meaning,” Nineteenth Century, LXX (September 1911), 441-60; “The Claims of 
Labour,” Nation (London), August 12, 1911, pp. 698-99. 
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workers the aggressive leadership that they were coming to desire.* 

Some have seen in the plethora of strikes in England from 1910 
onward the impact of syndicalist ideas coming from France and else- 
where and propagated by Tom Mann and other leaders.° There is no 
doubt that a considerable number of people were attracted to syndical- 
ism as a means of escaping from what seemed to them the sterile 
leadership of trade-union officials, with their predilection for conserva- 
tive tactics and for making gains through political action. The forma- 
tion of the Manchester Syndicalist Education League and the Central 
Labour College, London, provided means for disseminating syndicalist 
ideas among intellectuals, trade-union leaders, and workers. The extent 
of the influence of syndicalism in England during the years 1910-1914 
depends on the meaning that we give to the term. If we refer to the 
fully developed Continental doctrine—industrial unionism, sympathetic 
and national strikes characterized by violence and sabotage and leading 
to the destruction of capitalistic power, and the operation of industry by 
syndicats of workers—then syndicalism had little influence in England. 
If, on the other hand, syndicalism is taken to mean industrial unionism, 
vigorous sympathetic and national strikes, the attempt to make related 
union contracts terminate on the same day, and a general dislike of 
conservative trade-union leadership and political methods—then it may 
be said to have had considerable influence. But these methods and 
attitudes are not essentially theoretical and do not necessarily imply an 
organized view of industrial society and could be acceptable to men 
who were seeking more effective means of improving their condition. 
An approach that stressed vigorous methods would have more appeal 
to the rank and file of English workers than one based on theoretical 
considerations. We may properly accept the view of an editorial writer 
in the Nation: “. . . it would be a mistake to suppose that any serious 
proportion of the methods and motives which entered into the [French] 
railway strike of last autumn are in the heads of [English labor] 
leaders today.” ° 


4“Unrest and Its Cure,” Nation (London), August 19, 1911, pp. 729-31; “The Claims of 
Labour,” Idid., August 12, 1911, pp. 698-99; George R. Askwith, Industrial Problems and 
Disputes (London: John Murray, 1920), p. 177; Fred Henderson, The Labour Unrest—W hat 
It Is and What It Portends (London: Jarrold and Sons [1912]), pp. 119-48; Snowden of 
Ickornshaw, Philip Snowden, 1st Viscount, Autobiography (2 vols.; London: Ivor Nicholson, 
1937), I, 124-25, 127-28. 

5 Elie Halévy, A History of the English People in the Nineteenth Century (6 vols.; London: 
Benn, 1952), VI, 450-59; G. D. H. Cole and Raymond Postgate, The British Common People, 
1746-1938 (New York: Alfred A. Knopf, 1939), pp. 429-34. 

6 Nation (London), August 19, 1911, pp. 729-31. 
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Other explanations of the serious number of strikes were given by 
various writers: English education was defective in that it gave to 
future workers a false notion of what they might expect from life 
and, in addition, failed to teach a sense of duty to the state; the strikes 
were an evidence of a decline in morality among workmen; strikes 
were caused by agitators who led workers to do things they would not 
otherwise have done; the new laws on social security taught workers to 
believe that the state would take care of them; the liberality of the 
Trade Disputes Act of 1906 encouraged trade-unionists to be more reck- 
less than they formerly had been. It was even suggested that workers 
were striking because they were convinced that wages would go down 
when the National Insurance Bill (1911) became law. There may be 
an element of truth in these statements, but they give little help in 
explaining the great increase in the number of strikes from 1910 to 


1914." 


II 


Before proceeding to a discussion of the principal labor disputes in 
England in the period under consideration it will be necessary to 
describe the state of the law governing strikes and the available means 
of settling them. When the Liberal party came to power in 1905-1906 
it was politically obligated to liberalize trade-union law to nullify the 
effect of the Taff Vale judgment of the House of Lords in 1gor. In the 
Trade Disputes Act of 1906 the government (under heavy pressure from 
Labour members) gave to workers and the unions a greater freedom 
before the law than they had ever had before. An act committed by 
two or more persons in furtherance of a trade dispute was not to become 
the basis of a civil action unless an action could be brought if the act 
had been committed by one person. The right to picket was liberalized 
by a provision permitting persons engaging in a trade dispute to attend 
at or near a house or place of business to persuade other persons not to 
work, as well as merely to get or give information. An act in furtherance 
of a trade dispute could not become the basis of a civil action merely 
on the ground that it induced another person to break a contract of 
employment or that it was an interference with the trade or employ- 


TW. H. Mallock, “Labour Unrest as a Subject of Official Investigation,” Nineteenth Century, 
LXXI (June 1912), 1029-45; Sir Arthur Clay, “Public Opinion and Industrial Unrest,” 
Nineteenth Century, LXX (December 1911), 1005-21; Pall Mall Gazette, August 15, 1911, 
p. 7; letter from “Employer,” Pall Mall Gazette, August 14, 1911, p. 7. 








250 Roland V. Sires 





ment of another person or with the right of a person to dispose of his 
labor or capital as he wished. Trade-unions were not to be sued for 
tortious acts that had been committed by them or on their behalf. Any 
form of violence in a trade dispute was still illegal and could be pun- 
ished at law. The Trade Disputes Act of 1906 provided the general 
legal framework in which strikes could be conducted in future, but it 
could not directly cause an increase or decrease in the number of strikes 
and provided no means of settling them.® 

A number of means were at hand for dealing with differences be- 
tween employers and employees. Direct negotiations could be used 
either before or during a strike, a method that could be supplemented 
by the development of boards of conciliation and arbitration. In 1896 
the Conservative government had passed an act to encourage the crea- 
tion and registration of voluntary boards of conciliation and arbitration 
and to enable the government to intervene in a variety of disputes with 
a view to settlement. The Board of Trade developed a conciliation 
system by which it could answer the request of either or both parties for 
a trained conciliator to aid in the settlement of disputes. Finding that 
the use of a single arbitrator had not proved to be satisfactory, the Board 
of Trade in 1908 supplemented the system by creating three panels of 
persons qualified for membership in courts of arbitration. From these 
panels the parties to a dispute (or the Board of Trade) could choose an 
ad hoc court of three or five members representing employers and 
employees and presided over by an independent chairman. The 
emphasis in this system of conciliation and arbitration was on voluntary 
action rather than on compulsion.” 

Despite these moves of the government to set up machinery for the 
settlement of disputes, most strikes were settled by direct negotiation 
between the parties concerned. Between 1896 and 1913 direct negotia- 
tion was used more than conciliation and arbitration, and conciliation 
was used more than arbitration. Of the 949 disputes settled by the latter 
methods, 739 were dealt with by voluntary boards or similar agencies 
and only 210 directly under the Conciliation Act of 1896. This was quite 
in harmony with the spirit of the act, which was intended to encourage 
the creation of voluntary means of settling disputes. Government was 


8H. R. Seager, “Legal Status of Trade Unionism in the United Kingdom .. .,” Political 
Science Quarterly, XXII (December 1907), 611-29. 

9 Harry A. Millis and Royal E. Montgomery, The Economics of Labor (3 vols.; New York 
and London: McGraw-Hill, 1938-45), III, 776-77; Ducksoo Chang, British Methods of In- 
dustrial Peace; a Study of Democracy in Relation to Labor Disputes (Studies in History, Econom- 
ics and Public Law, No. 425) (New York: Columbia University Press, 1936), pp. 47-523 
Parl. Pap., 1910, XXI, No. 5, 6. 
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not to be considered the primary agency in the prevention of industrial 
strife. If a strike of unusual proportions developed and seemed to en- 
danger the whole national life, cabinet ministers could make attempts 
at settlement or recourse could be had to Parliament for a settlement 
by legislation.” 


It 


The new spirit in English labor was illustrated in July 1910, when the 
National Sailors’ and Firemen’s Union issued a circular to shipowners 
suggesting the desirability of forming a national conciliation board for 
settling outstanding differences about wages, hours, and conditions of 
labor. The Shipping Federation, representing the owners, refused to 
discuss these questions with the union, which then made plans for a 
stoppage of work. In 1910 the National Transport Workers’ Federation 
had been formed by existing unions, and its first conference was held 
on June 1, 1911, at Liverpool, with Ben Tillett as secretary. The begin- 
ning of the seamen’s strike in June 1911 thus set up a reaction in which 
dock workers of various types joined to present their demands and to 
give support to the seamen as well." The two groups of strikes thus 
became inextricably associated, but it was the latter that caused the 
most trouble and gained the most publicity, largely because of the 
greater numbers of men involved and the obvious connection between 
dock work and the provision of food, fuel, and power for the large 
urban centers. 

The group of strikes usually referred to as the London Dockers’ Strike 
of 1911 was of unusual complexity. Since the famous dockers’ strike of 
1889 the basic wage had been 6d. an hour, with 8d. for overtime, but 
no increases had been granted despite changes in the level of retail 
prices during this period. Workers were hired within the premises of 
each employer, and there was usually a large number of casual workers 
for whom employment was very irregular. The union leaders were 
convinced that mechanization of dock work since 1889 had reduced the 
number of available jobs. The Port of London Authority had been 
created in 1909 and had become the principal though not the sole 
employer of dock labor. On the north side of the Thames River dock 


10 Millis and Montgomery, Economics of Labor, Ill, 778; Chang, British Methods of Industrial 
Peace, pp. 57-59; Parl. Pap., 1914, XLVIII, cd. 7089, xli—xlii. 

11 Parl. Pap., 1912-13, XLVI, cd. 6472, 21; Ben Tillett, History of the London Transport 
Workers’ Strike, 1911 (London: National Transport Workers’ Federation [1912]), pp. 1-3. 
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area the workers had been divided into three classes: the “permanent 
laborers,” with pension rights and sick pay; the “registered laborers,” 
with the same pay and hours but with no pension rights; and the 
“preference laborers,’ who were actually casual workers who had the 
first chance to work after the first two classes had been cared for. This 
system had not been introduced on the south (Surrey) side of the 
river. The three principal unions catering to the various kinds of 
workers had formed the National Transport Workers’ Federation and 
in June 1911 presented a program for increases in wages and improve- 
ment in hours and conditions of labor, including the request that 
workers be hired “at recognized places outside, and free from dock, 
wharf, quay, or warehouse premises.” It was hoped that under such 
an arrangement only union men would be hired. The Port of London 
Authority agreed to discuss the program, and a settlement was made on 
July 27 that is commonly known as the Devonport Agreement.” 

Under the agreement the basic pay of dock workers was increased 
from 6d. to 7d. per hour; overtime rates were increased by 1d. per hour; 
double pay was to be given for Sundays and legal holidays; no man was 
to be paid off with less than four hours of work; and the “times of call” 
for ordinary cargoes were fixed. The question of whether men working 
for shipowners or contractors for 7d. per hour should receive similar 
increases in basic pay was to be submitted to arbitration. Under the 
Rollit Award of August 5 it was decided that they should.” 

When the Devonport Agreement was presented to a mass meeting 
in the East End of London (before the Rollit Award had been made), 
the union executives were amazed to find that it was not satisfactory 
to the rank and file of workers, who believed that they could get more 
by striking and did not seem to realize the significance of the imminent 
submission of certain questions to arbitration. The spirit of the mass of 
port workers was much more aggressive than that of their leaders and 
brought about a repudiation of the agreement. The strike of workers 
employed by the Port Authority spread and became, in effect, a strike 
of practically all workers in the London dock area. When the Rollit 
Award was announced at a mass meeting at Trafalgar Square on 
August 7, Ben Tillett reminded the men that by the constitution of the 
Transport Workers’ Federation no group was to go back to work until 


12 Viscount Devonport, The Traveled Road—Some Memories of a Busy Life (Rochester, 
[England]: Privately printed, 1935), pp. 165-68; Tillett, London Transport Workers’ Strike, 
1911, pp. I-3, 7-13. Hudson Eubanke Kearly had become Viscount Devonport in June 1911. 

13 Parl. Pap., 1912-13, XLVII, cd. 6472, 151-52. 
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all groups were satisfied, and the strike thus continued. Considering the 
large number of men involved, the amount of violence was small. On 
August 8 a number of strikers stopped vans that were being driven by 
nonstrikers and in some cases forced the drivers to take their horses 
out of harness. When the workers who transported meat from cold 
storage depots to the Smithfield Market went out on strike, some of the 
salesmen at the market decided to do the work themselves. The strikers 
became enraged and overturned a number of vans, and it became neces- 
sary for the police to interfere and escort some of the vans to Smithfield. 
A number of men were arrested, and the conduct of the police became 
a subject of debate in the House of Commons. 

The seriousness of the combined strikes, threatening as they did the 
food and fuel supplies of the metropolis, posed the inevitable question of 
the use of the military forces. There were demands that troops should 
be used to unload ships at the docks to prevent the spoiling of perishable 
goods. Orders were given to the military forces at Aldershot, Woolwich, 
and other places to be ready for a call to London, but the order for 
their actual dispatch was not given. Calmer counsels prevailed, and the 
processes of conciliation were allowed to continue, in which George R. 
Askwith of the Board of Trade and certain cabinet ministers were able 
to bring about settlements of the various disputes. The Devonport 
Agreement was reafirmed with modifications in favor of the workers, 
including a provision that labor should be hired outside the premises 
of docks and other places of work. Union recognition was not granted. 
Some unions were induced to forgo an immediate settlement because 
of the complexity of the problems involved."® By the end of August 
work had been fully resumed at the Port of London. The men had not 
only won an important victory in the various agreements but had 
learned that they were capable of united action by means that led them 
beyond the traditional standards of conservative union leadership. 
Similar gains were made in the dock strikes at other ports in the 
summer of IgII. 

The Transport Workers’ Federation and its component unions 
needed time to consolidate their gains and to strengthen their organiza- 


14 Tillett, London Transport Workers’ Strike, 1911, pp. 13-18; Devonport, The Traveled 
Road, pp. 169-70; Askwith, Industrial Problems and Disputes, pp. 154-55; Daily Graphic, 
August 9, 1911, p. 1; Daily Express, August 10, 1911, pp. 1, 5; Parl. Deb., 5th Ser., XXIX, 
cols. 1972-74, August 16, 1911. 

15 Copies of the various agreements may be found in Parl. Pap., 1912-13, XLVII, cd. 6472, 
153-68. 








254 Roland V. Sires 





tion generally. But the failure to win formal union recognition rankled, 
and a strike began in 1912 when a lighterage company hired a nonunion 
man. The strike spread by sympathetic action until the whole London 
dock area was affected. The Liberal government tried a number of 
expedients to settle the strike, but none was effective: an inquiry by a 
neutral person; a proposal for a more closely knit federation of em- 
ployers with power to make agreement with workers and then one for 
a board representing employers and employees to act as an industrial 
board of appeals to lay penalties for breach of agreements; and meetings 
between Lord Devonport and the leaders of the strike. But all proved 
in vain before the stern refusal of Devonport to listen to grievances 
unless the men first returned to work. On July 27 the Transport 
Workers’ Federation issued a statement that the strike was over and 
requested that the men return to work. The union leaders had evidently 
entered a trial of strength with the employers without considering 
whether they had sufficient strength and solidarity to win.’® It is not 
surprising that “a sense of defeat and weariness hung over [the men] 
for many weeks and months after the summer of 1912... .”™" 
Trade- or industrial unionism had developed more slowly among 
railway workers than among those in most other kinds of employment. 
Railway transport was semimonopolistic in nature, and there existed 
among executives a determined opposition to any form of collective 
bargaining. Toward the end of the nineteenth century there were only 
some 48,000 union members in a total of 200,000 traffic men employed 
by the railways of the United Kingdom, and they were divided among 
a number of “societies.” From the point of view of effective unionism, 
what was needed was an increase in total membership and a means 
of co-operation among existing unions. In 1903 a federation was adopted 
by the Amalgamated Society of Railway Servants (A.S.R.S.) and the 
Associated Society of Locomotive Engineers and Firemen (A.S.L.E.F.) 
providing for a joint committee to promote unionization of locomotive 
men and of the lower grades as well. When the federation broke up 
in 1906 the A.S.R.S. launched the “all-grades movement” to enroll 


16 Parl. Pap., 1913, XXVIII, cd. 6953, Ques. 366-73, 387, 2024-43; Parl. Pap., 1912-13, 
LXXXIX, No. 201; The Times (London), May-July, 1912, passim; Harry Gosling, Up and 
Down Stream (London: Methuen, 1927), pp. 157-59, 163-64, 171-73; Devonport, The Traveled 
Road, pp. 172, 176-84; Askwith, Industrial Problems and Disputes, pp. 221-22, 224-30; J. 
Carter, “The Transport Workers’ Strike in London,” Economic Review, XXII (October 1912), 
pp. 436-41. 
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trafic workers generally and to improve wages and conditions of 
labor.*® 

The program of the A.S.R.S. was presented to the railway companies 
in January 1907 with a request that the directors arrange to meet with 
a deputation of workers. After the request had been twice denied by 
the companies, the union announced that if the third request were 
refused the matter would be put into the hands of the executive com- 
mittee for further action. When the railway executives proved to be 
adamant the members of the union voted overwhelmingly for a strike 
to force the adoption of their program (September 1907). Realizing the 
seriousness of a national railway strike, David Lloyd George succeeded 
in bringing representatives of both sides to conferences at the Board 
of Trade, and a system of conciliation and arbitration boards was 
worked out. Union recognition was not granted and grievances brought 
before the boards were to be considered as coming from individual 
employees as such and not from union members. The system was to be 
in force for six years, after which each side could give twelve months’ 
notice of termination.”® 

Railway workers showed a continuing dissatisfaction with the system 
of conciliation and arbitration while it was in operation. Union recogni- 
tion was not granted and workers felt that they were at a disadvantage 
when appearing before the boards without the aid of a seasoned trade- 
union man. The points at issue were very technical, and there was no 
chance to raise general issues. Workers believed that the companies 
used every opportunity to slow down the proceedings and that they 
gave improper interpretations to the decisions of the boards. A feeling 
of frustration developed among railway workers because there was no 
chance to bring about a change without a breach of the agreement 
before the end of the six-year period. Dissatisfaction among the rank 
and file of traffic workers led to the railway strike of 1911.” 

In early August 1911, the employees of the Lancashire and Yorkshire 


18 Sidney and Beatrice Webb, Industrial Democracy (2 vols. in one; London, New York: 
Longmans, 1902), pp. 46, n. 2, and 353-54; S. and B. Webb, The History of Trade Unionism 
(London, New York: Longmans, 1902), pp. 393, 426, 429; G. D. H. Cole and R. Page Arnot, 
Trade Unionism on the Railways . .. (“Trade Union Series,” No. 2) (Westminster: Fabian 
Research Department, and London: George Allen and Unwin, 1917), p. 39. 

19 Parl. Pap., 1910, XXXI, No. 5, 34-38; Charles Watney and James A. Little, Industrial 
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Railway quit work, alleging that they could not get their grievances 
dealt with by their conciliation boards. Railway strikes took place in 
other cities and on August 15 the executive committee of the railway 
unions gave official support to them with a resolution giving the railway 
companies twenty-four hours to decide whether they would meet to 
negotiate a settlement of grievances. If the request were refused there 
would be “no alternative but to respond to the demand now being made 
for a stoppage.” ** On the next day Sydney Buxton, along with his most 
experienced conciliators, met with representatives of the companies and 
later with the secretaries of the unions. At certain of these sessions the 
Prime Minister said that the government could not permit a nation- 
wide strike on the railways and was prepared to name a royal com- 
mission to investigate the working of the agreement of 1907 and to 
report on needed changes. The offer of a royal commission was made 
in a manner that seemed to imply a threat to the union representatives, 
who, after private discussions, decided not to accept. “Matters were not 
improved when the prime minister muttered, “Then your blood be upon 
your head,’ as he left the room, the members at once going off to call 
out the railwaymen all over the country.” ” 

Some 145,000 men took part in the strike and violence was reported 
at a number of places. On August 18 and 19 the government carried on 
further negotiations and the trade-union representatives kept in close 
contact with Labour members of the House of Commons. On August 
19 both parties to the dispute agreed to the government’s proposal of a 
royal commission. Work was resumed generally by the twenty-first of 
August, except on the London and Northeastern Railway, which had a 
separate system of conciliation, and here there was a brief delay before 
differences could be ironed out.” 

The recommendations of the royal commission (October 28) were 
unsatisfactory to labor and the union executives demanded a renewal of 
negotiations. The railways refused, and the House of Commons, faced 
with the prospect of another strike, passed a resolution for fresh nego- 
tiations. This time the railways agreed, and a conference was held at 
the Board of Trade. A new agreement was worked out that gave 
concessions under which workers’ grievances would not only be more 


21 Parl. Pap., 1912-13, XVII, No. 87, 5. 

22 Askwith, Industrial Problems and Disputes, pp. 163-64. 
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effectively presented to the conciliation boards but would be dealt with 
more promptly. Union recognition was again denied.”* 

The new conciliation agreement failed to bring about the kind of 
satisfaction among workers that had been expected from it. The power 
of unionism among railway workers was strengthened in 1912-1913 
by the formation of the National Union of Railwaymen by the A.S.R.S., 
the General Railway Workers’ Union, and the United Signalmen and 
Pointsmen—the A.S.L.E.F. and the Railway Clerks’ Association pre- 
ferring not to join the amalgamation. In November 1913 notice was 
given to bring to an end the conciliation system of 1911, and early in 
1914 a program was worked out for trade-union recognition and wage 
increases for all grades of workers. These forward moves by railway 
workers, along with the formation of the “Triple Alliance” of the 
National Union of Railwaymen, the Transport Workers’ Federation, 
and the Miners’ Federation of Great Britain presented a potential threat 
to industrial peace in Great Britain just before the outbreak of the First 
World War.” 


V 


We turn now to a consideration of the strike in a part of the South 
Wales coal field in 1911 and the national coal strike of 1912. 

In the fall of 1910 a part of the South Wales coal field was rent by a 
violent strike of workers at certain mines who refused to accept a wage 
adjudication that had been made by a conciliation board in the industry. 
The recent introduction of eight-hour shifts under the Coal Mines 
Regulation Act of 1908 had resulted in lower production and wages per 
man. Difficulty also arose over the fixing of wage rates in veins with 
coal that was difficult to handle. Most of the disputes that developed 
early in 1910 had been settled by the end of March, but disputes arose 
at various mines of the Cambrian Coal Combine. By November a large 
number of men were on strike, and there seemed to be no possibility of 
settlement. The situation was complicated by the fact that the rank and 
file of workers were more aggressive than their leaders and had to 
some extent been influenced by syndicalist doctrines. Further difficulty 


24 Cole, British Working Class Movement, 1787-1947, p. 335; Mary Brown Sumner, “Rail- 
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was created when the mine operators imported nonunion men. This 
combination of dissatisfaction over wages, the belief in syndicalist ideas 
by some of the workers, and the importation of strikebreakers resulted 
in violence. As the situation became more serious, local authorities 
brought policemen from other places in Wales, and the strikers were 
further angered because of their belief that the policemen were on the 
scene to protect the interests of the employers.”® 

In the excitement and anger attendant on the strike, the distinction 
between peaceful picketing and violent action was forgotten. The men 
used both persuasion and intimidation on men who wanted to continue 
work or had been brought in as strikebreakers, forced the gates of 
certain collieries to stop the engines and mine pumps, and broke the 
windows of various company properties as well as of private business 
premises. Since the situation was obviously beyond the control of the 
local authorities and their limited police forces, a request was made for 
assistance from the national government.” 

The violence of the strike in South Wales received ample coverage in 
the press, and Winston Churchill as Home Secretary was placed in a 
very difficult situation. Any move that he made would be closely scruti- 
nized by political groups, by representatives of capital and labor, and by 
the press as well. It was first decided to send detachments of infantry 
and cavalry to the affected area, but on further consideration orders 
were sent to stop the infantry at Swindon and the cavalry at Cardiff to 
await further developments. The local police authorities were informed 
of the danger involved in the presence of troops, and detachments of 
Metropolitan Police were sent instead. When it was clear that the situa- 
tion at the mines was not improving, the soldiers were sent to the strike 
area but were billeted at points where they would not constitute an in- 
citement to violence. The Metropolitan Police were posted where they 
could be of the most value to the local authorities in keeping order. At 
the time of sending the police and military forces, Churchill dispatched 
a telegram informing the strikers that the government would do its 
best to see that they received fair treatment and insisting that violence 
cease at once. He pointed out that troops were being withheld from the 
actual scene of the strike. All the persons concerned—local authorities, 
military officers, owners and managers of mines, and trade-union 
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leaders—were informed of the proper function of police and the mili- 
tary in industrial disputes where there was violence or the threat of 
violence. It was the duty of government to maintain a strict impartiality 
between employer and employee, and the police and military forces 
were to be used for the protection of life and property and for the main- 
tenance of public order. Trade-union leaders were instructed in their 
rights and duties under the Trade Disputes Act of 1906, particularly in 
regard to picketing.”* There is no doubt that these explanations were 
necessary. Frustrated and angry men had obviously committed violence, 
and policemen had not always distinguished between persons when 
dealing with crowds or mobs. On the other hand, there were employers 
who acted on the assumption that police were at their disposal for the 
protection of company property without regard to other considerations.” 

Winston Churchill was subjected to close questioning and strong 
criticism in the House of Commons and elsewhere for his actions in 
connection with the strike. J. Keir Hardie pointed to a number of cases 
in which the police had presumably gone too far in dealing with strikers 
who were engaged in peaceful picketing. In answer, Churchill further 
explained the process by which local authorities were able to request 
aid in maintaining order and insisted that the military would be used 
directly only when the police could not control the situation. Every 
effort was being made to guarantee the right of peaceful picketing, but 
that term did not include window-breaking, violent invasion of rail- 
way premises, or attacking men on their way to work. If the men had 
been allowed to have their way, the mines would have been rendered 
useless for many months to come.*® The Times charged Churchill with 
failing to understand the need for decisive handling of the situation, 
adding the caustic comment, “The rosewater of conciliation is all very 
well in its place, but its place is not in the face of a wild mob drunk with 
the desire of destruction. . . . It is time for politicians in high place to 
wake up and understand what is going on. . . . Trade unionism has 


28 Parl. Pap., 1911, LXIV, cd. 5568, gives the day-by-day communications of Churchill, the 
military officers, and the police authorities in the crisis. 
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undergone a partial breakdown, and its whole future is at stake.” * 


The Times disliked what it called Churchill’s “feeble and deprecating” 
attitude in answering Keir Hardie’s questions in the House of Com- 
mons and suggested that his answers had “probably failed to secure him 
any of the popularity in Labour circles for which he has angled with 
such obvious assiduity.” *” 

Churchill could hardly have escaped criticism in the South Wales 
coal strike. If he had precipitantly sent troops to intervene he would 
have been charged with being an enemy of labor; if he had withheld 
police or military forces he would have been criticized for indifference 
to public peace and the protection of property. He steered a middle 
course between intimidation and laxity and caused each side to be in- 
structed as to its rights and duties. His actions may have avoided a 
deadly clash between military forces and the disaffected miners. He 
consistently held to his standards of government action in a violent in- 
dustrial dispute—the police should protect life, property, and the public 
peace, and the military should be used only when the police could not 
cope with the situation. He cannot properly be blamed for violent acts 
by either strikers or policemen. 

Neither violence nor the use of the police could be expected to settle 
the strike in South Wales. During the protracted negotiations over the 
dispute, the company directors gave an assurance that the employers 
would supplement existing wages when an individual worker could 
not earn a basic wage in the “abnormal places” in the mines. After the 
offer had been decisively rejected by the men, the owners and the 
Miners’ Federation of Great Britain agreed (May 15, 1911) that the 
wage scales of October 1910 should be given a year’s trial, with the as- 
surance of the employers that the men would be given a fair wage when 
they were working in the “abnormal places.” The miners themselves 
were obliged under the circumstances to accept these terms, and the dis- 
pute was thus terminated at the end of August 1911. 

While the coal strike of 1910 was limited to a relatively small area, 
that of 1912 was national in scope and involved some 850,000 men. The 
question of the wage to be paid for working in the “abnormal places” 
concerned miners in all districts and had to be dealt with on a national 
basis. The demand arose that miners, whether working in the “abnor- 
mal places” or not, should receive a minimum that might vary from one 
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district to another. The Miners’ Federation of Great Britain wanted 
negotiations on a national basis but agreed to district negotiations as a 
concession to the owners, with the proviso that “national action” would 
follow unless a satisfactory settlement were reached in every district. 
After the various negotiations had broken down, a vote of the miners 
registered an overwhelming approval of the principle of the minimum 
wage, and a conference of the unions decided on a national strike to 
begin at the end of February 1912. A definite program of settlement was 
presented to the employers, including a minimum wage of 5s. a day for 
men and 2s. for boys. The mine owners said they were willing to pay a 
fair day’s pay for a fair day’s work in the “abnormal places” but feared 
that a general minimum wage would force them to pay an uneconomic 
wage to old and disabled men and to inefficient workers generally. No 
direct negotiations on a national scale were begun, and there seemed 
to be no further means of settlement without government intervention 
of some sort. Neither employers nor employees were interested in meet- 
ing with the recently formed industrial council for a discussion of the 
issues.** 

Under these circumstances, and with the day of the strike fast ap- 
proaching, the Prime Minister invited the representatives of both sides 
to meet at the Foreign Office on February 22. Discussions were held on 
various days from then until March 15, the strike having begun mean- 
while in the various districts. George R. Askwith had a low opinion of 
the quality of these discussions, the owners at times showing an in- 
adequate knowledge of the technical wage problems involved and the 
cabinet ministers lacking constructive ideas to meet the situation. By 
March 15 it was evident that no solution could be reached, and the 
Prime Minister announced that a bill would be introduced into Parlia- 
ment to bring about a statutory basis for settling the strike.* 

The solution proposed in the bill introduced on March 19 was a statu- 
tory minimum wage to be determined in the various districts not by ex- 
isting conciliation boards but by new boards to be created for the pur- 
pose. After an unsuccessful attempt by Labour members to incorporate 
the minimum of 5s. for men and 2s. for boys, the bill was passed by a 
comfortable majority. After the passage of the act a majority of the 
miners voted against returning to work, but the executives of the Miners’ 
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Federation of Great Britain on April 6, 1912, ordered a resumption on 
the technical point that a two-thirds majority against resumption was 
required.*° 

The act provided for the creation of joint district boards to determine 
minimum wages that should bear a logical relationship to the general 
wages being paid in the district concerned. For the protection of the 
mine owners it was provided that certain workers would not be entitled 
to the minimum: old, disabled, and infirm persons and workers who 
failed to comply with accepted rules of efficiency and regularity of at- 
tendance. Joint boards were permitted to make distinctions among the 
various mines in the district so that the agreed minimum would not 
have to be paid by mines to which it was clearly inapplicable. If changes 
in the wage structure were made in future by the existing joint con- 
ciliation boards, the minimum rates would rise or fall accordingly. 
When the various district boards under the act had fixed minimum 
rates, it was found that some workers received more and some less than 
the 5s. a day that had been demanded by the unions. A careful student 
of the problems of coal mining in Great Britain later concluded that 
the act had “proved a great benefit to the miners without putting a 
heavy burden on the mining industry’—which is more than might have 
been expected from a law that had been written under the shadow of 
a great strike.*” 

In the South Wales coal strike of 1910 the attention of the public and 
the government had been drawn to the violence of the miners and to the 
means of dealing with it, and the settlement came months after the 
crisis of November 1gr1o. In 1912 the government had to deal not with 
violence but with the issues of a national rather than a local strike. 
After the normal processes of negotiation and conciliation had failed, 
the government met the situation by passing legislation that provided 
the means for settlement but not the settlement itself. 


VI 


It is not surprising to find that the large number of major strikes, such 
as those described above, led to demands for amendment of the Trade 
Disputes Act of 1906. The Liverpool magistrates adopted a report 
recommending that picketing be rigorously suppressed or that pickets 
in a strike be limited to two in number and be required to wear a dis- 
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tinctive badge; trade-unions should be subjected to the “ordinary law 
of the land” and be made legally responsible for their acts. When a 
number of trade-unions paralyzed industry and the food supply, they 
“should be suppressed as unlawful combinations and immediately so 
proclaimed.” These recommendations were embodied in a memorial 
by the Employers’ Parliamentary Council and forwarded to the Prime 
Minister. The employers evidently feared that a continuation of labor 
unrest would eventually result in a general strike: “. . . the federation 
of the labour unions of the United Kingdom into one gigantic body hav- 
ing for its object the organisation of strikes on a national scale is a con- 
spiracy against private freedom, industrial peace, and national well- 
being, with which no country governed by just laws should be 
menaced.” The Prime Minister was not sufficiently impressed with the 
memorial to name a commission to study the problems involved.** 
Conservative members of Parliament, however, took up the cudgels 
on behalf of the employers. Lord Robert Cecil introduced a bill that 
would have taken from labor some of the rights and privileges gained 
in the Trade Disputes Act of 1906—freedom of trade-unions from civil 
actions, freedom to induce others to break contracts of employment, and 
the right of peaceful picketing. One clause of the bill limited the num- 
ber of pickets to two at any one place of employment and required 
them to wear a distinctive badge. Other Conservative members offered 
similar amendments to the current bill to free trade-unions from the 
effects of the Osborne Judgment of 1909. The bill and the amendments 
had no chance of passage in a Parliament controlled by the Liberal party 
and its allies. It would require a still more serious labor situation to 
make possible a successful move to amend the Trade Disputes Act of 
1906.” 


Vil 


To what extent did the Liberal government of the years under con- 
sideration feel that it was responsible for the number and magnitude of 
strikes? Did it have a formal policy to prevent strikes and generally to 
improve the relations between capital and labor? Most of the members 
of the cabinet were men of middle or upper class origin, endowed with 
a high sense of honor and justice. They had reason to expect a moder- 
ate number of trade disputes but were not prepared to face the un- 
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precedented outbreak of strikes in the years before the First World War. 
While convinced that government should assume a more protective 
role in economic and social matters than had formerly been the case, 
their actions showed a belief that the function of government in in- 
dustrial relations was that of “holding the ring.” Disputes should be 
settled if possible by negotiation between employers and employees, 
failing which recourse should be had to some form of conciliation or 
arbitration. If a strike broke out, it should be conducted within the pro- 
visions of existing trade-union law. If there were violence or the threat 
of violence in a trade dispute, local authorities should deal with the situ- 
ation as long as they could with the aid of police; if matters got out of 
hand they could request aid from the national government, in which 
case the police and military forces should be used with the greatest dis- 
cretion and tact. If a strike became so serious as to paralyze the whole 
nation or an important part of the economy, cabinet ministers might aid 
in the process of negotiation or conciliation; if these methods failed, a 
bill might be introduced in Parliament to deal with the situation. 

These policies of the Liberal government were not specifically 
directed toward the prevention of strikes or the regularization of re- 
lations between employers and employees. After the settlement of the 
London dock strike of 1911, however, the government created the In- 
dustrial Council to supplement existing means of preventing and set- 
tling disputes. Composed of twenty-six persons equally divided between 
representatives of industry and labor, it was to deal with industrial dis- 
putes referred to it either by the government or the parties concerned. 
The parties to a dispute could agree to accept the decision of the Coun- 
cil or merely to receive it and act according to their interests. The gov- 
ernment or the Board of Trade could submit other matters apart from 
particular disputes merely to get the opinion of the Council. It was 
hoped that the new body would eventually develop into a “parliament 
of industry” for the prevention and settlement of disputes and the im- 
provement of labor relations generally.” 

In 1913 the Industrial Council published a full report of a plan to regu- 
larize labor relations by means of formal agreements between organized 
groups of employers and employees. When an industrial agreement 
had been made and accepted the parties could submit it to the Board of 
Trade, which would advertise it and hold an inquiry. When the Board 
of Trade found that the agreement had been accepted by a “substantial 


40 Parl. Pap., 1912-13, XVII, No. 87, pp. 114-20; T.U.C., 1912, pp. 128-32; Chang, British 
Methods of Industrial Peace, pp. 54-56. 
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body” of employers and employees in a given industry or district, it 
could declare the agreement in force. A satisfactory agreement was to 
contain provisions for a waiting period for announced changes in wages 
or conditions of labor by the employer and for stoppage of work by the 
employees. The Industrial Council was opposed to the use of monetary 
guarantees or sanctions for the enforcement of industrial agreements, 
preferring instead to depend on moral influence and the disciplinary 
powers of employers’ organizations and trade unions.** 

The labor members of the Industrial Council favored the proposal for 
industrial agreements and were even willing to make them legally en- 
forceable. Resolutions in this sense were presented to the Trades Union 
Congress in 1912 and 1913, but each time they were overwhelmingly 
defeated. A majority of the members wanted to continue with existing 
methods of industrial relations, including the unfettered right to strike. 
There was a fear that employers might break the spirit of the agree- 
ments while holding to the letter and might even set up “scab” unions 
and then make agreements with them, and the thought of bringing 
trade-union agreements and problems to magistrates’ courts was dis- 
tasteful.” 

If the success of the Industrial Council was to be dependent on gen- 
eral trade-union support of agreements by industry or by district— 
whether enforceable by legal means or not—then the outlook was not 
bright. The Council was too large and the individual members lacked 
the necessary experience and impartiality to serve effectively in the 
settlement of specific disputes. Without offering further explanation, 
the government shelved the report and allowed the Industrial Council 
to die by quietly omitting to make new appointments or to provide 
money for future operations. The attempt of the Liberal government 
to provide machinery for the prevention and settlement of industrial 
disputes had failed for lack of support. The report of the Industrial 
Council was postponed for future consideration. 


VII 


While the number of workers on strike in 1913 and 1914 was less 
than in 1912 the general labor situation was one of restlessness. In 1913 
and 1914 a series of violent strikes in Ireland, led by James Larkin and 
James Connolly, served to point up the differences between Irish and 


41 Parl. Pap., 1913, XXVIII, cd. 6952. 
42 T.U.C., 1912, pp. 97-98 and 239-42; T.U.C., 1913, pp. 223-24, 239-44. 
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English labor leadership. In England, meanwhile, considerable interest 
had been shown in the amalgamation of existing unions and in making 
related labor contracts terminate on the same day, so that the pressure of 
a number of unions could force the employers to terms—resolutions in 
this sense being passed by the Trades Union Congress in 1g10.** In 1912 
and 1913 there developed a movement to amalgamate the unions in the 
building industry in which the craft principle was unusually strong. A 
constitution was prepared and provisions made for the administration 
of benefit funds. When the two proposals were submitted to the various 
unions, it was found that support for them was inadequate.** Greater 
success came in 1912 in a similar move when three unions of railway 
workers combined to form the National Union of Railwaymen. From 
the point of view of the employers a more ominous development was 
the creation of the so-called Triple Alliance of the National Union of 
Railwaymen, the Transport Workers’ Federation, and the Miners’ 
Federation of Great Britain, with an advisory committee empowered to 
hold over the employers the threat of a combined strike if the demands 
of the three unions were not met. Since the current program of the 
railwaymen carried an effective date of December 1, 1914, the creation 
of the Triple Alliance was a fact of the greatest potential importance. 
A conjunction of such a labor situation and an outbreak of civil war in 
Ireland over home rule would have been one of the gravest crises ever 
faced by the government of the United Kingdom. Both government and 
industry were saved from such a turn of events by the even less pleasant 
facts of war in 1914. The period of labor history under discussion thus 
ended on a note of uncertainty. While demands for amendment of the 
Trade Disputes Act of 1906 had been shelved, the labor situation was 
ominous and the government had not developed a program to deal with 
it in a fundamental way. After the close of the war, government, em- 
ployers, and trade-unions would have to face the same problems under 
conditions equally if not more complex. 

Ronatp V. Sires, Whitman College 


43 One resolution (moved by Ben Tillett) called on the Parliamentary Committee of the 
T.U.C. to circularize the unions to get opinions on forming a national federation or confedera- 
tion of trades. A similar resolution favored corresponding action by unions within specific in- 
dustries. The discussion of it led to unpleasant remarks about the numerous competing unions 
in the Sheffield cutlery trades—T.U.C., 1910, pp. 122, 124-25. 

44 T.U.C., 1912, pp. 70-74; T.U.C., 1913, pp. 110-14. Five unions voted in favor of both 
parts of the proposal, six were against both, and one voted for the first part and against the 
second (the benefit provisions). Only 25,762 ballots were cast in a total of 112,235 distributed. 














Note and Review Articles 


CRITERIA OF PERIODIZATION IN 
ECONOMIC HISTORY * 


We economic historians can sympathize fully with Professor Gerhard in 
his search for criteria that will help to cut political history into meaningful 
periods. Like him, we are fully aware that periodizing seems an artificial 
intellectual trick in face of the fact that life continues even in the midst of 
destruction. We would add, “So do human wants and the efforts that have 
to be made for their satisfaction.” Further, many of my fellow guildsmen have 
reiterated the theme that economic change, when it comes, is unsensational, 
scarcely noticed. A Scot says that “sudden catastrophic change is inconsistent 
with the slow gradual process of economic evolution.” A Frenchman insists 
that “on the vast stage of economic history no sudden shift of scene takes 
place.” An Englishman adds, “There is no hiatus in economic development, 
but always a constant tide of progress and change, in which the new is blended 
almost imperceptibly with the old.” And an American who has made a 
special study of inventions concludes that “invention is not an occasional or 
rare kind of mental activity, but a continuous feature of the behavior of all 
the higher organisms,” a continuing process since antiquity rather than a 
disconnected series of episodes attributable to a few men of genius. 

Yet we have been trying to find clues or criteria that will help us to divide 
the story into chapters or at least into volumes. In fact, if I were twenty 
years older I could say that this is where economic history and I came into 
the academic racket, and that thus we have completed a cycle. For economic 
history as a recognizable discipline is only about eighty years old, and during 
that four score years some of us have been searching for the kind of thing 
we are looking for this afternoon. I said some of us, but not all of us, and 
not all the time, and perhaps less so of late than in the earlier decades. 
For, to adapt St. Paul, when economic history was a child it spake as a 
child, it thought as a child, it behaved as one; but when it became a man, 
it put away childish things. 

Among the things put away are the various series of economic stages 
propounded by the German founding fathers and adopted with some modi- 
fications or refinements by their British or North American disciples. These 
pioneers were an aggressive and ambitious band: aggressive in their declara- 
tion of war on the assumptions and laws of the classical school of economists 


* This paper was read at a session of the American Historical Association in New York, Decem- 
ber 28, 1954, on “Criteria of Periodization in History.” Professor Dietrich Gerhard discussed 
political history, and Professor Mayer Shapiro dealt with art history. 
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and ambitious in their belief that by patient research they could trace an 
orderly evolution of society, discover the “laws of social development,” and 
reach conclusions “as to the character and sequence of the stages through 
which the economic life of society has actually moved.” 

This valiant attempt to put historical generalization in the place of 
economic theory was not very successful, for at least three reasons. First, 
because some of the central problems of economic theory are in essence 
independent of history. Secondly, because the economic historian’s interests 
and the kind of source material most easily available steered him to the study 
of social or political rather than economic topics, to such themes as the 
institutional framework of society in the manor or the town, the status of 
social classes—lord, villein, guildsman, and so forth—their relations with one 
another, and the controls that said what they were or were not to do. And 
finally because the series of stages that the pioneers constructed were too 
weak to bear the load of facts piled on them. They were naive, incomplete, 
and at times inaccurate descriptions of economic and social developments. 
As Professor Gay once told us, stages have been usable working hypotheses, 
furnishing rough over-all characterizations of institutional change; but they 
often lack sufficient interrelation and causation, as well as adequate inter- 
vening steps between the stages and a compelling reason for making the 
ascent. Therefore the scaffolding is left practically unscalable except by a 
leap of the imagination. And Sir John Clapham, while conceding that stages 
have furnished convenient categories for classifying economic phenomena, 
contended that they confused logical with temporal succession, failed to 
give any idea of how representative any condition was of the whole economy, 
concealed the variety of history, and have done more harm than good to 
the study of the subject, especially when economic history is being summa- 
rized for the use of students. 

The stages therefore gave place to the systems, the “isms,” and of these the 
greatest, or the greatest noisemaker, has been capitalism. That word unfor- 
tunately has acquired such a motley of meanings and definitions that one 
may justly plead that capitalism, like imperialism, is a term that should be 
cut out of the vocabulary of every self-respecting scholar. Till this happens 
you pays your money and takes your choice. If you pick the Marxian defini- 
tion, then capitalism is virtually peculiar to the industrial economy of the 
last 150 to 200 years. If you choose Sombart’s view that a system is character- 
ized by three distinctive features—its technology, organization, and spirit— 
and either brew your own capitalistic spirit in your own still to suit your 
own taste, or accept Sombart’s, then capitalism has had a somewhat longer 
history, about eight centuries. It was preceded by a long noncapitalistic period 
of handicraftism and is doomed by inevitable developments within and 
without to be supplanted by the next system, whose name and character are, 
of course, well known in advance. 
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If this be your choice, I would urge you to drink the spirit in moderation, 
lest what was originally detected by Sombart as a new mental and emo- 
tional attitude among businessmen become an impersonal superhuman force, 
a “new mysticism” as Ashton has called it. From such intoxication you may 
need to be rescued by Capitalism Anonymous, Inc. 

If you accept Professor Gras’s concept of capitalism as any kind of economy 
in which capital is used or invested for the production of income, then the 
period of noncapitalistic enterprise is limited to prehistoric primitive man, 
devoid of tools or productive possessions; and the whole subsequent story 
can be viewed as a series of stages or succeeding phases of capitalism that 
differ from one another in the relative importance of capital when compared 
with the amount of labor and land required; the kind of enterprise in which 
the capital is employed—petty handicraft, retail trade, larger scale commerce, 
industry, transportation, or the like; the way the capital is accumulated 
and administered; and the character—personal, corporate, or state—of the 
management. 

This approach has some merits. It emphasizes the role of capital and invest- 
ment, of business administration, organization, and policy. It lets you see men 
at work and thereby gives a sense of direction as well as a questionnaire to 
those who are exploring business history. It has, on the other hand, some of 
the inevitable defects of all stages series. It tends to underestimate the 
persistence of older types of enterprise, to overemphasize the new ones, to 
oversimplify the factors causing change. Peering too intently into recent 
developments, it may exaggerate the importance of certain forces and 
consequently misread the future. 

Having dismantled the stages and become skeptical of systems, our interest 
has shifted elsewhere, chiefly to learning more about our subject and its 
constituent parts. Professor Usher put the matter neatly when he remarked 
that “the movement of economic history is due to reactions among three 
distinct classes of factors: physical resources, the technologies developed for 
the use of resources, and social institutions.” We have learned quite a lot 
about these three factors during the last generation. The economic geog- 
raphers have helped us to take better stock of the influence of terrain, 
climate, soil qualities, and the like; and the apparent change in climate over 
the arctic zone will probably attract attention to the effect of climatic shifts 
in the past. Our widening knowledge of technological innovations is giving 
us a little gallery of “revolutions.” Toynbee’s industrial revolution of the 
eighteenth century has been obliged to move over in order to make room 
for Professor Carus-Wilson’s industrial revolution of the thirteenth century 
caused by the coming of the power-driven cloth-fulling mill, and for Professor 
Nef’s industrial revolution of the sixteenth century caused by the expanding 
use of coal fuel and new ways of treating metals. We also have Professor 
de Roover’s commercial revolution of the thirteenth century, with its drastic 











270 Herbert Heaton 





change in the organization, financing, methods, and paper work of commerce. 
We have the early medieval or late ancient agricultural revolution, when the 
wheeled plough was put to work on the heavy soil of the north European 
plain; and the transportation revolution—Dr. Lynn White’s baby, I believe— 
which came with the designing of better harness for horses. Other revolutions 
will probably be added to the list, though we may give them a more modest 
label and call them innovations. They are being found on all levels—in 
technology, in government policy, and in the decisions or judgments that 
entrepreneurs make and thereby change their ways of producing, transport- 
ing, or marketing. 

In our study of economic change and of the factors causing it, we have 
felt it desirable to get a sense of quantity as well as of quality. Since the days 
of Gay and Clapham we have tried to measure and count, to ask of any 
institution, group, policy, or movement how large it was, how long, how 
often, how representative of the economy or society as a whole. We have 
taken to heart Lord Kelvin’s remark, “When you cannot measure, your 
knowledge is meager and unsatisfactory.” As Usher puts it, our problem has 
been that of applying quantitative methods and of formulating categories in 
verifiable terms—a double problem that the stage and system builders did 
not face or attempt to solve. 

We have had a modest measure of success, well mixed with disappoint- 
ments. That is especially true of the ambitious plan, hatched twenty-five years 
ago, for tracing the history of prices in several European countries. Only in 
England and Spain did the records offer an unbroken sweep back to the 
Middle Ages; those for the Amsterdam Bourse were very meager for the 
crucial sixteenth and seventeenth centuries; the Italian cities were not tackled; 
and the prices actually found were usually those paid, probably on a contract 
basis, by governmental or religious institutions, not those paid by traders in 
the market place. For most other topics the figures are scant or lacking till 
we get into the eighteenth, nineteenth, or even the twentieth century. Yet 
the earlier centuries are not entirely blank. The relative perfection of English 
records lets us move most easily over that country’s history, with gratifying 
results on such medieval themes as exports of cloth and wool, wages and prices, 
tax yields, the output and income of estates, the extension of cultivation, and 
the size, as well as the status, of social classes. For other parts of Europe the 
darkness is by no means total. 

Meanwhile we have kept our ears open to learn what the statisticians and 
economists are talking about. It has become rather difficult of late years to 
understand what they say unless you minored in mathematics—or better still, 
took a split minor in theology and mathematics—for your doctoral degree. 
But we have to admit there is something interesting, revealing, and provocative 
in their discussions of business cycles, of long-run secular trends, of the terms 
of trade, or of the more recent ones about national income and the factors 
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that influence its growth, distribution, and consumption. Their emphasis on 
investment, saving, productivity, and so forth rings bells, and when those 
economists who have become concerned about the development of backward 
areas ask, “What factors will influence economic growth in the future?” we 
feel that we ought to be in on the act with some answers to the question, 
“What has caused economic growth in the past?” or even to an earlier ques- 
tion, “What is economic growth?” 

Now, what does all this new work amount to in terms of periodization? 
Have we found any new criteria, or do the old divisions still stand: medieval, 
early modern—alias the mercantilist age—and modern industrial revolution 
and its consequences? The last one certainly does stand, provided you will 
scrap 1760 as D day and 1832 as V-E day, shift your emphasis from textiles 
to the heavy industries, wring some of the emotion and melodrama out of 
the story, and develop a sense of perspective and proportion. These are not 
difficult adjustments for even the most general historian today. Ashton’s 
Industrial Revolution in the Home University Library or Court’s Concise 
Economic History of Britain Since 1750 will give you all you need of the 
new look. In each the emphasis is on the abnormal growth of population 
after at latest 1750, a growth due to causes not solely economic. The central 
problem was therefore how to feed and clothe generations of children out- 
numbering by far those of any earlier times. Some countries—Ireland in the 
nineteenth century, India and China in the twentieth—failed to solve it, with 
consequent starvation, disease, falling living standards, revolution, and 
emigration. The British solved it because sufficient landlords, farmers, manu- 
facturers, merchants, and others had the wit and the resource to devise new 
instruments of production, evolve new methods of organizing and ad- 
ministering production, and dig out unprecedented quantities of capital 
for fixed plant and operating expenses. They thereby increased production 
and national income sufficiently to maintain at least the age-old rather meager 
living standards of the expanding population, but after a while the improved 
techniques, backed by heavy and continuing investment, increased produc- 
tivity as well, thus making possible a rising standard of living for virtually 
the whole population. 

This is a very different picture from the chamber of wonders and horrors— 
the dance macabre—that used to be popular. Defective though the figures 
are for many places and decades, they do give a sense of measurement and 
movement. We are getting a similar approach to the economic history of 
the United States, Canada, Australia, Scandinavia, maybe France and 
Germany. But can we treat the preceding seven to ten centuries in the same 
way and thus draw a curve showing long trends through a thousand years? 
For the conventional Middle Ages the answer is becoming a less hesitant or 
more confident yes. Pirenne’s thesis of the commercial collapse and the 
slump into rural self-sufficiency seems to be facing a firing squad. The great 
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growth of population, production, trade, migration, and capital investment of 
the eleventh to thirteenth centuries is well established in general as well as 
in rich detail and merits being regarded as a period. The stagnation and 
recession in population and enterprise from about 1350 to at least 1450 is 
supported by much gloomy evidence, but I think we must suspend a final 
verdict until we have had another generation of work in the field. Can we, 
for example, regard the European economy as possessing so much unity 
or uniformity that we can assume it all went up, then all went down? 
From our experience of the nineteenth and twentieth centuries, we know that 
decay in some occupations can be contemporaneous with vigorous growth 
in others. It may therefore be well to keep our fingers crossed about the 
breadth and scope of the last medieval secular decline. 

For the postmedieval and premodern period, say 1450 or 1500 to 1700 or 
1750, the long trends are not yet as clear as one would like. Many questions 
await answers. What is the population curve? What important technological 
innovations were sufficiently widespread to raise productivity appreciably? 
How large did the traffic with the Orient and the Americas loom in the 
whole picture? What was the real influence of mercantilist policies, govern- 
ment fiscal claims, and war? Does the price revolution seem as important as it 
used to do, now that we have lived through a trebling of prices inside a 
decade? Where did the supplies of new capital come from? And so on and 
so on. 

In many respects this early modern period is today “the Dark Ages” of 
economic history. It offers full employment of all our resources for at least 
a quarter century before we can move as easily about it as we can in the 
medieval world or in the modern. And in that employment we need not 
let the interest in measurable trends become such an obsession that we shun 
exploration of the quality of the quantities. Our concern is still with people; 
man is not all economic man; and the standard of living is not the dominant 
determinant of contentment. 


Hersert Heaton, University of Minnesota 














ECONOMIC STAGNATION IN EUROPE IN THE 
INTERWAR PERIOD 


It would not seem to be stretching matters unduly to assert that widespread 
agreement could be found on the following related propositions: (1) that 
the social crises and upheavals in Europe between the two World Wars, and 
the wars themselves, were not aberrations but are, rather, susceptible of a 
systematic, coherent explanation; (2) that such an explanation, though it 
would rest on a myriad of social relationships and processes, would place 
economic affairs at or near the center of Europe’s troubles; and (3) that an 
understanding of European economic difficulties in the period might be 
efficiently achieved through an analysis of the factors stimulating and retard- 
ing the rate of economic growth of interwar Europe—or, that any thorough 
explanation would have to include such an analysis. 

The literature on European economic affairs of the last half century or so 
is, of course, staggering in its sheer quantity. With it all, oddly enough, a 
systematic analysis of economic growth in Europe in its period of crisis has 
been lacking—until the arrival of a new United Nations publication. 
Whether we are now provided with a complete explanation of the economic 
growth of Europe in this period may be questioned. But it cannot be doubted 
that Mr. Svennilson has taken a long and important step toward such an 
explanation. That step has high value in at least two senses: the enormous 
amount of solid information that the author and his staff have dug out and 
put together and, more importantly, the enlightening theoretical framework 
within which the study is made to move. 

This vast piece of research embodies a detailed attempt to combine eco- 
nomic theory and economic history, with the aim of explaining the pattern 
of economic growth in Europe (excluding the Soviet Union) in the period 
1913-1938. Integrated into the text are over 130 charts and tables, many of 
them ingeniously constructed, and there are an additional 75 tables in a 
statistical appendix. This is a gold mine of statistical data concerning the 
economic behavior of Europe (stretching back to 1880 and up to 1950, in 
some cases). It is unlikely that any relevant facts capable of statistical 
expression have been neglected. So much for the enormous volume of “facts,” 
which taken alone justify the careful use of this book as a reference work. 
What is done with them? 

The book is divided into ten chapters, the headings of which will help to 
indicate the pattern and emphasis of Mr. Svennilson’s approach: “The Process 


1 Growth and Stagnation in the European Economy. By Ingvar Svennilson. Geneva: United 
Nations, Economic Commission for Europe, 1954. Pp. xvi, 342, $4.50. 
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of Economic Growth”; “Problems of Transformation in the Inter-War 
Period”; “Stagnation and Growth in the Inter-War Period”; “Population, 
Industrialization, and Urban Settlement”; “The Agricultural Background”; 
“The Use of Energy in the European Economy”; “The Steel Industry”; 
“Other Industries (Cotton, Rail and Road Transport, The Motor Industry, 
Shipbuilding, Cement, Chemicals)”; “Structural Changes in Europe’s Inter- 
national Trade”; “Main Elements in National Growth.” A useful discussion 
of sources and methods and a well-arranged subject index follow the statistical 
appendix. 


II 


The central theoretical emphasis of the study is on the process and the 
problems of “transformation” as they affect and are affected by economic 
growth. Mr. Svennilson makes clear his meaning of the term transformation 
in the following passage: “During the last hundred years, economic growth 
has been associated with industrialization, and this has meant a progressive 
and thorough transformation of the economy. In the notion of transformation 
we include: A change of production methods, mainly in the direction of 
more advanced mechanization; A change of input-output relations between 
raw materials and end-products; The development of new end-products . .. ; 
Changes in exports and imports in relation to the output of domestic industry; 


A redistribution of manpower between different industries and occupations” 


(p. 7)- 

In general, economic growth is viewed by the author as a complex, dynamic, 
self-contained process, yielding uneven and transitory developments in any 
one industry or country. These developments, stemming from transformation, 
require further transformations (in an industry, a nation, or in the world 
economy), without which vitality recedes, stagnation enters. But the products 
of growth in turn breed forms of resistance that act to hold back the needed 
degree of transformation—the familiar notion of conflict and institutional 
lag. One is reminded of Pirenne, of Postan, even of Veblen—perhaps, even, 
of Marx. The prime virtue of this study, then, is not that it introduces a 
novel theoretical framework, but that it (implicitly, it should be said) 
synthesizes existing notions for specific application to a particular problem, 
period, and area. 

The general theoretical approach is brought to bear on “the facts of 
economic life” in the period 1913-1938. The starting point, indeed the 


2Henri Pirenne, “The Stages in the Social History of Capitalism,” American Historical 
Review, XIX (April 1914), 494-515; M. M. Postan, “Recent Trends in the Accumulation of 
Capital,” Economic History Review, V1 (October 1935), 1-12; Veblen, most generally, in 
his Imperial Germany and the Industrial Revolution (New York: The Viking Press, 1946), 
especially chaps. 4-8; Marx, most briefly, in the preface to his Critique of Political Economy. 
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justification of the study, is the general stagnation characterizing the period. 
The term stagnation is used by Mr. Svennilson “in a purely quantitative 
sense .. . . When output ceases to increase, we speak of stagnation and, when 
a period of rapid long-term growth is followed by a very slow increase, we 
speak of a tendency towards stagnation” (p. 4). Specific manifestations of 
such stagnation appear in widespread, continuing, and deep unemployment, 
persistent excess capacity, even, as in France in the thirties, as a process of 
“un-industrialization.” * 

As is well known, Europe enjoyed a significantly more rapid rate of 
growth in the three decades preceding 1913 than in the quarter century 
following. The depression of the thirties exerted a strong downward pull on 
the average for the later period, naturally, but the over-all average remains 
significantly lower for Europe than for the United States, where, of course, 
the depression could be expected to have the same effect on the averages. 

In the period 1880-1913, “in a group of six European countries [including 
France, Germany, and the United Kingdom] . . . , total output of manufac- 
tures was growing by about 3 per cent per year, or by about 2 per cent per 
head of population and probably also of the total labour force. This should 
be compared with 1.4 per cent for total output, 0.8 per cent per head of 
population, and 0.5 per cent per head of the total European labour force in 
the period 1913 to 1940” (p. 56). (This may be compared with Simon Kuznets’ 
estimate of a sustained yearly rate of increase in gross national product— 
not in manufactures alone, as above—of 3.5 per cent in the United States 
for the whole period 1879-1938.*) Furthermore, if 1938 is taken as 100, by 
1949 the index of European industrial production had risen only to 109, by 
1950 to 124. For the United States the appropriate figures are 198 and 225 
respectively (pp. 54-55). 

These averages, of course, cover a diverse pattern of change, within and 
between industries and in different European nations, embodying both deep 
stagnation and relatively rapid growth. The resulting picture is one of what 
might be termed schizophrenic national economies. The older industries 
(such as coal, steel, textiles) were able to hang on to capital and labor, despite 
all, with a stultifying effect on the rest of the economy, and again back on 
themselves. Even with the deadweight of older industries, rapid expansion 
took place in several newer industries (such as radios, cement, and auto- 
mobiles). Without the latter, of course, stagnation would have been intensi- 


3 W. A. Lewis notes that between 1929 and 1937, while the French population grew slowly, 
the numbers engaged in industry diminished by 21 per cent, as the work week was also 
being reduced. By 1937 full employment had been attained, but industrial production was at 
only 82 per cent of the 1929 level. Part of the explanation lies in increased leisure for industrial 
workers; more interesting and relevant is the return to rural pursuits—Economic Survey, 
1919-1939 (London: George Allen and Unwin, 1949), p. 102. 

4 Uses of National Income in Peace and War (‘Occasional Paper No. 6”) (New York: National 
Bureau of Economic Research, 1942). 
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fied; without the former, relieved. The problem of explaining the diversity 
suggests itself. 

We may now look at some of the component parts of Mr. Svennilson’s 
explanation of the foregoing pattern. In general, he sees three main develop- 
ments pressing for internal and international transformation in the years 
following 1913: (1) the development of a new technology, calling for “a 
second revolution in the organization of agriculture, industry, distribution 
and the economic system as a whole”; (2) the changing relationships of 
Europe with the rest of the world, growing out of “the stagnation in the 
volume of world trade, the changing commodity composition of world 
demand for manufactured products, and the rising competition from overseas 
industrial powers”; and (3) a shift in the center of gravity of population 
growth from the west and the north to the east and south of Europe, which, 
combined with declining overseas migration, raised the problem of “com- 
bining capital and technical skill from the more-developed parts of Europe 
with manpower from the less-developed European countries” (p. 20). 

The challenge offered by these developments could have been met, con- 
ceptually, in any one of several ways. In fact, in the interwar period in 
Europe, transformation was “mainly dependent on the effectiveness of 
normal economic incentives such as changes in prices, wages, and incomes. 
State intervention generally took the form of changing these incentives, not of 
replacing them by an economic system of another type. . . . [But] differences 
in profits and incomes between industries . . . were . . . less effective agents 
of transformation than they had been in earlier periods” (p. 34). This period, 
of course, saw the rise of national economic planning to one degree or 
another throughout Europe. Although in the process “some of the market 
incentives to transformation were weakened, the idea of national planning 
. . . was not so far advanced that governments were prepared to steer the 
development of the economy in a particular direction, or that State directives 
took over the functions earlier exercised by private initiative; imperfections 
of the old liberal market economy were partly replaced by imperfections in 
State intervention” (p. 36). The State both slowed and speeded up the 
process of transformation. The former was effected through tariffs, subsidies, 
and the like; the latter by, for example, state participation in the German 
rationalization movement. On balance, a pronounced slowing effect was 
the result, since it was often “the explicit purpose of economic policy for 
social reasons to soften and delay the effects of new developments” (p. 38). 
The nature of the “social reasons” referred to is given only a hurried glance, 
unfortunately. 

Whatever other problems European economies have faced, it is a truism 
that those problems have been aggravated by the existence of numerous 
national frontiers, a situation compounded after World War I. The resulting 
balance of payments problems of each national area, as they affected differ- 
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ences in national growth, are emphasized by the author. Their importance 
cannot be denied; neither, however, can or should broad political and 
military considerations or commercial aspirations be neglected. One would 
like to have seen specific attention given to the stimulus toward self-sufficiency 
provided by recognized military needs (in metals, machine tools, motors, 
chemicals, and so forth) and as well to the commercial (as distinct from the 
economic) advantages that national frontiers provide—as Veblen pointed out, 
characteristically, “national frontiers are a means of capitalistic sabotage.” ° 

The early twenties for European national economies were years of distress 
and chaos. They were followed by a boom from (roughly) 1925 until 1929— 
what Mr. Svennilson calls a “self-sufficiency boom’”—and the growth and 
spread of inefficient national industries. The depression that followed 1929, 
though it was not caused by that development, was surely worsened by the 
pressures that were created by it. During the depression, of course, attempts 
to gain internal self-sufficiency and stability were intensified. These attempts 
were reflected in a heightened national and international cartelization move- 
ment and by a multiplication and extension of the paraphernalia of economic 
nationalism. As World War II opened, “the European economy presented a 
picture of half-finished transformation in relation to technological change 
and the new developments in the international market. The resistance to 
change offered by obsolete capital equipment had in large sectors been 
strengthened by restrictive practices and attitudes of management, workers 
and Government. Only in a few sectors had a considerable expansion of 
industries taken place and modernization of stagnating industries made great 
progress. Europe was suffering from the arteriosclerosis of an old-established, 
heavily capitalized economic system, inflexible in relation to violent economic 
change. Low productivity in agriculture and many manufacturing industries, 
and widespread unemployment kept national output and income low, and 
blocked the road towards rapid general expansion” (p. 52). 

In his discussion of the use of energy in the European economy, the author 
points to the familiar transition in Europe from that of a net exporter of 
fuel to a net importer and the problems of transformation that this process 
posed. Here he develops a theme that recurs throughout; namely, the inability 
of the market economy to make the necessary structural adaptations to 
significant changes in demand. He compares, in this case, the deep distress 
and technical stagnation of the British coal industry with the “brighter” 
picture in Germany. Not until 1946 were substantial changes made in the 
technology or the organization of the coal industry in the United Kingdom. 
In Germany a nation-wide compulsory cartel was formed immediately after 
the war, yielding technical rationalization and concentration of existing hold- 
ings into the hands of a few concerns. In England, during the period, output 





5“The Passing of National Frontiers,” reprinted in Essays in Our Changing Order, by 
Thorstein Veblen (New York: The Viking Press, 1943), p. 387. 
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per man-shift rose only slightly; in Germany it had doubled as early as 
1931 (pp. 108-9). 

The steel industry, again, reveals clearly the general nature of the transfor- 
mation challenge. Itself an essential for industrial growth, the steel industry 
required continuing industrial growth if its developed capacity were not to 
become excessive. After 1913, “the capacity of the European steel industry 
would not have been too large if the European economy had continued to 
expand; on the contrary it would probably have been too small if economic 
progress had been carried on at its previous pace” (p. 118). Severe excess 
capacity, wide fluctuations in prices and production, resistance to rationaliza- 
tion, and, ultimately, national and international cartelization marked the 
steel industry in the period. Instead of bringing about the appropriate and 
necessary adjustments, “the traditional competitive system broke down under 
the pressure of the crisis” (p. 119). 

The problems of the textile industry were symbolized by the existence in 
Britain, in 1939, of a pre-1914 textile technology. More spectacular was the 
change in India’s position from a net importer to a net exporter of cotton 
piece goods during the period. Shipbuilding suffered overcapacity in England 
—maintained through the joint efforts of capital and labor—until reduced 
through government intervention. Surprisingly, shipbuilding capacity ex- 
panded vigorously in some of the smaller countries, notably Denmark. 
Cement industries expanded nationally throughout most of Europe, as did 
the production of certain consumer durables, such as radios. Toward the end 
of the period, the production of automobiles and trucks expanded in England, 
France, Germany, and, to a lesser extent, in Italy. 

In his early pages, the author contends that for Europe, “what was needed 
in order that economic growth could be resumed [after World War I] 
was a complete transformation of the economic structure, including a develop- 
ment of new industries, and a modernization of stagnating industries in order 
to squeeze out resources, including labour, that could be used more effectively 
in new fields” (p. 46). He concludes by observing that “industrial growth 
in those countries of western Europe that had been the first to become indus- 
trialized was slowed down by friction in the process of transformation. The 
need for transformation of their industrial structure was also especially great, 
as they, more than other countries, represented the traditional pattern of 
European exports of manufactures, which now was subject to rapid changes 
in demand. In addition, those countries could not expand their industry 
rapidly by attracting new manpower. It is possible, though not certain, that 
this hampered their industrial growth. In any case, the deepening of their 
capital structure that took place did not form a strong enough substitute for 
the widening that would have followed from a rapid increase in the employ- 
ment of manpower. The close relationship of this fact to the friction in 
industrial transformation is evident. Taken together, these factors might 
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explain why industrial growth in the industrially most-advanced European 
countries was relatively slow” (p. 206). 


Ill 


Inevitably, in reading a book of this kind, one’s mind turns to the stagna- 
tion thesis as it was developed by Hansen and others to apply to the Ameri- 
can economy. That thesis was at the same time more abstract and simpler 
than Mr. Svennilson’s and geared more specifically to a set of remedial 
policies. It rested on a few main “props”—the ending of territorial expansion 
in America, the slowing down of population growth, an unsatisfactory rate 
and type of technological change, and a growing surplus of savings (or, in 
effect, underconsumption). In what appears to have been a widely neglected 
series of articles,° H. R. Smith has pointed out that these main props may 
well be, in fact have been, resolved into sets of antinomies. To avoid sterility 
on the question, Mr. Smith argued cogently that a theory of stagnation (or 
its opposite) must be a part of a larger theory of economic development, 
indeed, it would seem, of a theory of history. This is to say the obvious: that 
economic change does not take place in a historical vacuum. Just as it is 
true that political transformations cannot be understood, generally, without 
understanding the economic pressures and possibilities that, at least in part, 
underlie them, so it is true that economic transformations cannot be under- 
stood without a knowledge of the political and social context within which 
they are implemented. 

Thus, Mr. Svennilson, as quoted earlier, argues that a resumption of the 
pre-1913 rate of growth required “a complete transformation of the economic 
structure.” Let us assume that is so, as it probably is. Such a complete trans- 
formation was not brought about anywhere in the countries studied in the 
interwar period, not even in Nazi Germany, which surely would have 
suffered economic collapse without its reliance on armaments and war for its 
“prosperity.” The degree of transformation that Mr. Svennilson seems to have 
in mind is perhaps satisfied by the transformation of British agriculture in 
the period preceding and following the industrial revolution. Britain’s agri- 
culture, first its techniques and its organization, later its very existence, 
gave way to the demands of a national and later a world economy undergoing 
transformation. At the very minimum, that process took 150 years; a Tawney 
(with most of us agreeing) would add at least two more centuries. The 
point to be made about the evolution and ultimate (virtual) disappearance 
of British agriculture is that it cannot be explained satisfactorily in economic 
terms; nor can its results be comprehended in economic terms alone. 


6 “The Status of Stagnation Theory—Part I,” Southern Economic Journal, XV (October 1948), 
191-204, and “The Status of Stagnation Theory—Part II,” idid., XV (January 1949), 
280-302. 
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None of these remarks is intended to detract from the general excellence 
and great usefulness of this book. It is to say, rather, that Mr. Svennilson has 
provided us with a necessary but not a sufficient condition for the under- 
standing of the rate of growth in interwar Europe. He has painted a picture 
whose component parts include useful descriptions and analyses of economic 
magnitudes and relationships, with governmental action brought in (but 
not explained) where appropriate. 

Karl Polanyi may ride his horse too hard, but he probably was going in the 
right direction when he remarked, concerning the Europe that was split 
open after 1914, that “Its failure was not the outcome of some alleged laws 
of economics such as that of the falling rate of profit or of underconsumption 
or overproduction. It disintegrated as the result of an entirely different set of 
causes: the measures which society adopted in order not to be, in its turn, 
annihilated by the action of the self-regulating market. ... The conflict 
between the market and the elementary requirements of an organized social 
life provided the [19th] century with its dynamics and produced the typical 
strains and stresses which ultimately destroyed that society. External wars 
merely hastened its destruction.” * 

All of us could find something with which to disagree in that analysis. As 
economists, we should like to see the rate of profit, and the measures taken to 
keep it from falling, given due attention; similarly with the narrow consumer 
goods markets, which doubtless have played their role in constricting 
European economic efficiency; similarly with the other economic processes 
and relationships that Mr. Svennilson has studied so well. 

But, although one is told that it is too much to ask, we nevertheless need as 
well a theory of history—one that embodies the diligence and acuity of 
Svennilson, the breadth of Polanyi, the alternately clear and jaundiced eyes 
of Veblen, the learning of Toynbee, the genius, and, I am inclined to add, 
the rage, of Marx. Of course that is too much to ask. But now that most of 
the dog work has been done for the interwar period by Mr. Svennilson, 
perhaps the rest of us can turn to the more exciting work of grand synthesis. 

Douctas F. Down, Cornell University 


7 The Great Transformation (New York: Farrar and Rinehart, 1944), p. 249. 











SOVIET INDUSTRIAL GROWTH— 
THE EARLY PLAN PERIOD * 


The economic historian’s concern with the changing institutions and 
processes of economic activity currently takes on added relevance in connec- 
tion with world-wide interest in economic growth. Plans and programs for 
rapid industrialization abound, especially in economically underdeveloped 
areas. In this context, the example of Soviet industrialization, mysterious in 
its contours and awesome in its results, has attracted increasing scholarly 
attention. 

Until recently, however, it has been difficult to assess the Soviet record 
because the voluminous literature on the U.S.S.R. has been so meagerly 
fortified with substantial quantitative evidence. There has been no lack of 
numbers, but their meaning has been, to say the least, uncertain. This 
situation is now being rectified, and the two volumes specifically under 
review mark major advances in our understanding.’ In one, Donald R. 
Hodgman presents a new index of industrial production in the U.S.S.R., 
and in the other, Oleg Hoeffding presents a set of Soviet national accounts 
on the eve of the forced industrialization period. The two distinct approaches, 
one a continuous intertemporal review of a major sector of the economy 
and the other a cross-sectional analysis of the economy’s structure, comple- 
ment each other in a mutually illuminating manner. 

Mr. Hodgman’s work consists of an independent computation, based on 
primary Soviet sources, of an index of industrial production for the period 
1928-1937, together with data for 1940 and for the period 1945-1953. His open- 
ing chapter reviews the official Soviet indexes and explains why they are in- 
adequate. Very briefly, the Soviet indexes suffer from four deficiencies: (1) 
new products appearing after the 1926-1927 base period are valued at high 
current prices, (2) the aggregation of individual outputs involves serious 
double-counting of intermediate products, since, instead of value added, a 
wholesale price measure is used, (3) the system of price weights employed 
produces an extreme version of growth, and (4) certain changes in coverage 
distort the results. The problem is, therefore, to find a way of using Soviet 
data to compute a production measure free of these shortcomings. 

Mr. Hodgman’s solution, as set forth in Chapter 2, is ingenious and broadly 
satisfactory in meeting all but the fourth deficiency—changes in coverage. It 


* This note has benefited from the comments of Raymond W. Goldsmith and Philip W. Bell. 
1 Soviet Industrial Production, 1928-1951. By Donald R. Hodgman. Russian Research Center 
Study Number 15. Cambridge: Harvard University Press, 1954. Pp. xix, 241. $5.00. Soviet 
National Income and Production in 1928. By Oleg Hoeffding. A research study by the RAND 
Corporation. New York: Columbia University Press, 1954. Pp. 156. $3.75. 
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involves assembling payroll data for the year 1934 to be used as net value- 
added weights, which are then applied to physical production series in the 
usual manner. The author argues persuasively that under Soviet conditions, 
with consumer sovereignty absent and prices more or less arbitrary in a 
Western welfare-economics sense, weights reflecting opportunity costs on the 
factor-supply side are those most likely to yield a meaningful aggregative 
measure of output. Labor costs approximate such a net value-added weight 
for each product or industry. 

In Chapter 3 the details of Mr. Hodgman’s computation procedures are 
discussed, and in the next two chapters the results for 1928-1937 and for 
1937-1951 are reviewed. Chapter 6 compares his production index with in- 
dexes for minerals consumption and freight traffic and with the production 
indexes calculated by other students of the U.S.S.R. Differences are appreci- 
able, but it seems clear that all the independent calculations are improvements 
on the official Soviet series. And Mr. Hodgman’s index emerges, to my mind 
at least, as the most comprehensive and meaningful index computed to date. 
In his concluding chapter, Mr. Hodgman presents broad quantitative com- 
parisons indicating the implications of his findings for an evaluation of Soviet 
performance. These twenty-three pages make excellent reading and deserve 
reprinting in one of the several “readings in economics” collections now so 
widely used. An addendum presents data for 1952 and 1953 to carry forward 
his reduced 18-product post-1950 index. 

Readers of Donald Hodgman’s study will be impressed by its strengths and 
will also, I hope, be aware of its limitations. The strengths consist in its 
methodology, combining theoretical soundness, imaginative research pro- 
cedure, and meticulous presentation of underlying detail. The choice of 
weights approximately equivalent to factor costs for each component series 
leads to the elimination not only of the double-counting of intermediate 
products but also the sales taxes and subsidies that intervene between factor 
costs and Soviet wholesale prices in degrees varying widely among different 
products. Selection of 1934 as the base year involves the mid-point between 
1928, when the first Five-Year Plan was launched, and 1940, the year before 
the Nazi invasion of the U.S.S.R. As Alexander Gerschenkron has shown,” 
the rate of growth characterizing a period of rapid change will appear much 
higher if output is weighted according to the price structure existing at the 
beginning of the period than it will if weights from its terminal year are used. 
Use of middle-year weights provides a workmanlike way of selecting from 
among the several equally “true” answers, one which has some claim to being 


2 Alexander Gerschenkron, A Dollar Index of Soviet Machinery Output: 1927-28 to 1937 
(Santa Monica: The RAND Corporation, 1951), pp. 47-58. For a test suggesting that the 
phenomenon is not as pervasive as Mr. Gerschenkron originally implied, especially with secular 
expansion of demand, see Ira O. Scott, Jr., ““The Gerschenkron Hypothesis of Index Number 
Bias,” The Review of Economics and Statistics, November 1952, pp. 386-87. 
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called representative. Moreover, it has the advantage in this case of bringing 
into the calculation, with proper weights, most of the new products added to 
Soviet industrial output in the prewar period. 

The study’s chief unavoidable limitation lies in its coverage for the years 
since 1937. To quote Mr. Hodgman: “The reader is warned emphatically that 
the revised index must be considered provisional for the post-1937 period 
until such time as more ready access to detailed Soviet production data pro- 
vides an opportunity to verify and supplement data presently available” (p. 
8r). For 1928-1937, Mr. Hodgman was able to compile weights and physical 
production data for 137 commodity series; the coverage for 1940 and 1945- 
1950 drops to 22 series, and for 1951-1953 to 18 series. In the first decade, the 
index covers about 55 per cent of value added in Soviet large-scale industry; 
obviously the coverage thereafter is seriously deficient, especially in view of 
substantial shifts in product-mix associated with prewar rearmament and 
postwar developments. Yet the book’s title, and our need for usable estimates, 
will undoubtedly lead many to employ his later index values along with the 
1928-1937 series, as indeed I myself have already had occasion to do. 

In assessing Mr. Hodgman’s contribution, it may be well to consider briefly 
the directions in which further work appears likely to be fruitful. Mr. 
Gerschenkron in his preface to the volume (p. x) states that the index for 
“the crucial period of the thirties . . . probably is as reliable a measurement 
as can be made. . . .” In two respects, however (and both are noted by Mr. 
Hodgman), it would be desirable to rework the index for this 1928-1937 
period. The first relates to the weights employed, which now cover only the 
labor component of factor costs. But capital and land also contribute to the 
value of production, and though they do not give rise to personal incomes in 
the Soviet institutional setting, the contribution should influence the weights 
attached to physical production series. Otherwise, for example, the value- 
added weight for outputs like electric power will be understated, and if the 
growth trend of these commodities differs from that of the remaining series, 
the over-all index will to that extent be inaccurate. Perhaps entrepreneurial 
profits and differential rents on land can safely be ignored. But an imputed 
interest charge, plus recognition of depreciation charges (if gross industrial 
production is being measured), would help to bring the weighting system into 
closer correspondence with the structure of industrial reality. 

Another minor adjustment that would improve the index for 1928-1937 
would be an extension of its coverage to include small-scale and private in- 


3 Mr. Hodgman is computing a net value-added index, which of course excuses him from 
recognizing depreciation as part of value added. The United States Census of Manufactures for 
1947, however, includes depreciation charges in value added by manufacture (see Vol. I, p. 20). 
And Abram Bergson, in discussing an ideal “adjusted factor cost standard” for national income 
valuation, also takes account of depreciation (see his Soviet National Income and Product in 


1937, pp. 42 and 58-59). 
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dustrial producers.* In 1928, according to official Soviet series, they accounted 
for something like a fourth of industrial output, most of which was later ab- 
sorbed into large-scale state industry. Hence, a more accurate impression of 
actual physical expansion of production would be obtained if the presence of 
this private and small-scale output at the beginning of the decade were 
recognized. Mr. Hodgman was forced to pass it over, lacking secure payroll 
and production data for these sectors. If both this and the previously suggested 
adjustment were made, however, they might in large part offset each other, 
since recognition of depreciation and imputed interest would probably tend 
to raise the rate of growth appreciably, while inclusion of private and 
small-scale industry would undoubtedly lower it. 

More significant work remains to be done on the post-1937 period. The 
annoying problem of accumulating physical output data for 1938-1940 is 
gradually being overcome. Far worse, however, are the difficulties of estimat- 
ing output and weights for defense production, which already loomed large 
in 1937. Donald Hodgman makes a plausible adjustment for this develop- 
ment in his 1940 and subsequent figures, raising them each by 13 per cent, 
but considerable additional light is needed. Some will be provided, for 1938 
at least, when M. Gardner Clark’s study of the Soviet steel industry appears 
in this same series of Russian Research Center publications; his use of the 
data on distribution of steel products contained in L. R. Shul’kin’s Potreblenie 
Chernykh Metallov v SSSR (Iron and Steel Consumption in the U.S.S.R.) 
shows how extensively defense production was then expanding. For: 1940 it is 
to be hoped that all economic time series can eventually be compiled in two 
forms: one confined to U.S.S.R. territory before the acquisitions of 1939-1940 
(for comparison with preceding years) and the other including activity dur- 
ing 1940 on acquired territory (for comparison with the postwar period). 

Mr. Hodgman’s 22-product index for the postwar period, employing 1934 
value-added weights, is a pioneer achievement, based on the slender con- 
temporary evidence released by the U.S.S.R. But additional information is 
steadily accumulating for postwar years, and the Soviet price structure has 
been substantially altered. The time has come, or will soon arrive, when a 
new independent index can be calculated, starting from the January 1, 1952, 
wholesale prices, which are now being used for the official Soviet index, 
though full details of the procedure have not been disclosed. Work in this 
direction is going forward at Columbia University and at the National 
Bureau of Economic Research; it will be no reflection on Mr. Hodgman’s 
contribution if his postwar index can be supplanted in a year or so. 

In the monograph by Oleg Hoeffding, we find a cross-section analysis of 
the Soviet economy in the year 1928, together with comparisons between the 


4See Naum Jasny, “Soviet Economic Growth,” Social Research, spring 1954, p. 25. Jasny 
suggests a crude estimate of the correction involved, but its substantiation must await painstaking 
and detailed extension of component series into these areas. 
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1928 structure and that of 1937 classified and measured according to the 
same procedures.” For each period, established current prices are taken as a 
starting point, but accounts are also presented in “adjusted rubles” to facili- 
tate comparisons more meaningful in Western terms. However, no attempt 
is made to compare absolute ruble figures in 1928 and 1937, since adequate 
price indexes are not yet available. The structural relatives nevertheless permit 
analysis, in terms of comparative statics, of the Soviet economy at either end 
of the crucial decade covered by Mr. Hodgman’s index. 

Differences between 1928 and 1937 in the use to which national output was 
put (as between consumption, investment, and so on) and in the contribution 
made by the various sectors of the economy show something of what Bolshe- 
vik policies were able to produce in the way of structural shifts, though of 
course they do not disclose anything like a complete explanation of how these 
results were obtained. Even when the economic facts, both relative and abso- 
lute, for the terminal years and for the intervening years, are adequately 
established, political and social factors will have to play a major part in a 
causal analysis of Soviet industrialization. Nevertheless, it is extremely help- 
ful to get some idea of dimensions, and in this respect Oleg Hoeffding’s 
work is a major contribution. 

Its organization is straightforward, following the pattern of its companion 
volumes. After a brief introduction, national accounts in current prices are 
presented and explained. Chapter 3 discusses procedures for adjusting the 
accounts to bring them closer to the “adjusted factor cost standard” worked 
out by Abram Bergson. The fourth chapter comments briefly on various 
implications of the findings. Especially useful is Mr. Hoeffding’s institutional 
and statistical analysis of the private economy that still played a major role 
in 1928. 

Comparing a percentage distribution of Soviet gross national product (in 
1928 adjusted rubles) among the five categories: household consumption, 
communal services, government administration, defense, and gross invest- 
ment, with a similar percentage distribution for 1937 (in 1937 adjusted rubles) 
leads to a number of significant findings. The share of household consump- 
tion fell by some 11 percentage points—this was the “belt-tightening” im- 
posed on the Russian people by the Bolshevik leadership.® But at least in a 
formal, if not in a welfare, sense, about half of the drop was offset by a rise 


5 Abram Bergson’s pathbreaking study of Soviet national income and product in 1937 was 
the first volume in this series. The second was a joint study by Mr. Bergson and Hans Heymann, 
Jr., presenting accounts for 1940, 1944, and 1948 and comparing them with the 1937 accounts. 

6 This structural shift indicates only a relative shrinkage in household consumption. That 
there was also an absolute fall is conclusively demonstrated by the work of Janet G. Chapman, 
who finds that real wages in 1937 for urban workers were about 20 per cent below 1928 (ac- 
cording to 1937 consumption patterns), or 40 per cent below 1928 (according to 1928 con- 
sumption patterns). See her “Real Wages in the Soviet Union, 1928-1952,” The Review of 
Economics and Statistics, May 1954, p. 146. For rural households, the downward movement 
was surely more marked. 
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in the relative role of communal services; that is, some consumption was 
“socialized.” By 1937 defense’s claim on output had risen some 5 percentage 
points over its 1928 share, thus accounting for the balance of the diverted 
consumption. A major finding of Mr. Hoeffding’s research is that if the 
existence in 1928 of private gross investment, primarily in peasant households, 
is adequately recognized, then the combined share of public and private in- 
vestment taken together shows no significant rise between 1928 and 1937, 
at least as measured in the current prices of each year. The relative rise in 
public investment came wholly at the expense of private investment. In a 
sense, factories were built with what would have gone into village develop- 
ment under previous conditions. 

For all the Soviet emphasis on massive industrialization, a comparison of 
the sources of net national product in 1928 and 1937, after adjustment for 
‘taxes and subsidies, shows that the agricultural sector’s contribution dropped 
from 42 to 30 per cent, while the contribution of industry and construction 
rose from 28 to 35 per cent, a far less marked shift than Soviet publicity im- 
plies. As for methods of financing state activities, a comparison of the two 
years brings out clearly the dominant role of turnover taxes (a set of regres- 
sive sales taxes) in public finance when the plan period gets under way. 

With Mr. Hoeffding’s and Mr. Bergson’s work available, in conjunction 
with Donald Hodgman’s study, the bare statistical outlines of the 1928-1937 
record are coming into focus.’ In which directions could further national 
income analysis for this period be rewarding? First, it appears to me that 
additional price and income calculations for agricultural households are 
needed. As Mr. Hoeffding points out, there are “well-known intrinsic diffi- 
culties of casting light on a large and institutionally primitive system of 
peasant agriculture” (p. 9), and though Soviet statistics provide a considerable 
body of information, inadequate data in this sphere leave opaque the largest 
sector of the economy. Again, the least firmly based portion of Mr. Bergson’s 
painstaking 1937 study is precisely this same area; he reports several ex- 
periments in valuing farm output and incomes, and while they are admirable, 
his final treatment does not yet appear definitive. 

Secondly, the method of comparative statics, when applied to a rapidly 
changing economy, requires frequent observations. While a continuous 


TI cannot resist one rough computation made possible by the two studies in combination. In 
adjusted current prices, the net product of “industry and construction” in 1937 was estimated 
by Abram Bergson at 76,050 million rubles (Bergson, . . . 1937, p. 123), while Oleg Hoeffding 
finds the comparable 1928 figure to be 7,551 million rubles (Hoeffding, . . . 1928, p. 141), 
implying more than a tenfold expansion. But Mr. Hodgman’s physical production index for 
large-scale industry, excluding construction, rises from 100 to 371. Crudely, therefore, we may 
divide through and see evidence of a rise in the 1937 industrial price level to 270 per cent 
of its 1928 level. Naum Jasny in 1952 estimated a 1937 rise to 250 per cent of 1926-27, equiva- 
lent to 260 per cent of 1928 (see his Soviet Prices of Producers’ Goods, pp. 13-15). Clearly there 
was marked inflation, one of its effects being distortion of many official Soviet statistical com- 
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series of annual accounts would be a present-day luxury, it would be a con- 
siderable service if accounts in this same pattern could be compiled for 1931 
and 1934.° There would then exist cross-section records of the Soviet economy 
at three-year intervals straight through the prewar period of forced in- 
dustrialization, and our understanding of the timing and interaction of major 
structural changes would be advanced. Doubt concerning large-scale shifts 
over time can only be resolved through close scrutiny of the intervening 
period. 

For a final comment, attention should be drawn to the presence in both 
these studies of voluminous appendices, and to Alexander Gerschenkron’s 
observation in the Preface to Mr. Hodgman’s book (p. xi): “More than in 
any other field of research, the rule of the scholar in Soviet economic research 
must be to give the reader as full an opportunity as is humanly possible to 
follow the writer’s use of the original data. This perforce involves publica- 
tion of extensive appendices. While the reader may resent being burdened 
with masses of statistical detail, he should consider that without such docu- 
mentation he would neither be able to form an independent judgment of 
the validity of the conclusions nor even be in a position to appreciate the 
methods used.” This injunction is profoundly important, and both studies are 
to be commended for their organized precision of disclosure. 

It follows from this same need, however, that studies of this kind make 
extremely laborious reading. If they are to reach the full audience they de- 
serve, attention must be given to the style of presentation, especially in sum- 
mary chapters. The desire for scholarly precision and objectivity may cause 
difficulties, leading to lifeless, even tortuous prose. Mr. Hoeffding’s mono- 
graph sins badly in this respect, employing a cold and impersonal style that 
impedes understanding. Donald Hodgman gets much better marks, most 
notably in his concluding chapter. It is not necessary to adopt the disarming 
essay style of Maurice Dobb, the ponderous language of Alexander Baykov, 
or the scattered vitriol of Naum Jasny to convey one’s results. Alexander 
Gerschenkron’s own essay, “Economic Backwardness in Historical Perspec- 
tive,”® and Gregory Grossman’s article, “Scarce Capital and Soviet Doc- 
trine,” *° provide examples of a “minimax” solution to the problem of convey- 
ing a maximum of results with a minimum of pain. 

Ho.ianp Hunter, Haverford College 





8 Accounts for 1934 have already been worked out by Francis Seton (see his summary report 
in The Review of Economics and Statistics, August 1954, pp. 290-308). Their form, however, 
is not identical with that of the Bergson-Hoeffding-Heymann series, so that reorganization would 
be required to achieve comparability. 

9In Bert F. Hoselitz, ed., The Progress of Underdeveloped Areas (Chicago: The University 
of Chicago Press, 1952). 

10 In the Quarterly Journal of Economics, August 1953, Pp. 311-43. 











STAMP DUTIES 


J. van der Poel has just published The History of Netherlands’ Revenue 
Stamps, 1624-1954. Mr. van der Poel is the director of the Netherlands Ad- 
ministration of Direct Taxes, Fees, and Excise and the Director of Nether- 
lands’ Tax Academy (Rijksbelastingsacademie) in Rotterdam, a civil service 
university for the highest grades of the Dutch fiscal service. 

The work underscores also another important achievement of Mr. van der 
Poel’s. He is the creator and first director of the Netherlands’ Tax Museum 
in Rotterdam. This institution alone made the completion of his book possible. 
The Netherlands’ Tax Museum is an institution without a parallel in the 
world. It collects and exhibits relics from this important field of economic 
life from the earliest times to date. Its scope encompasses all countries and all 
times, with a natural preference to Dutch history and material. 

For many years Mr. van der Poel has collected papers and objects which 
were obsolete but which were preserved in official archives or stored away in 
some official attic or basement. He brought them to Rotterdam and per- 
suaded the Dutch government to house them in a special building, previously 
a large private mansion, near the Tax Academy. After years of work Mr. 
van der Poel has amassed a great quantity of varied material and papers, 
which he has organized into a unique museum. 

In 1940 the Tax Museum was burned by the Germans and practically all 
the exhibits were destroyed; but with unceasing diligence, infinite patience, 
and extraordinary competence Mr. van der Poel has rebuilt it to its present 
size and importance. 

The primary task of the museum is to arouse the interest of citizens in the 
importance of the field of taxation, to explain it visually, and to humanize it 
for the taxpayers, who, as a rule, are never too enthusiastic about taxes. Next, 
it serves as a central archive for obsolete official files and as a repository for 
antiquated equipment. Finally, it collects condemned articles used in the 
perpetration of tax frauds. All this makes it a rich mine of information for 
economic historians. 

In these aims Mr. van der Poel’s Tax Museum has largely succeeded. No 
similar institution exists on the American continent. General historical 
museums and archives treat the economic side of social life, and especially 
the important sector of taxation, only as an incidental subject. To the best of 
my knowledge there are as yet no museums in America that would attempt 
to construct a comprehensive picture of past economic life in general and 
one of the tax field in particular. 


1 The title in Dutch is De Geschiedenis van het Nederlands Fiscaal Zegel 1624-1954. Davo: 
Deventer, 1954. Pp. 264, 57. 20 guilders. The bound volume contains as an inset a complete 
“Catalogue of Netherlands’ Revenue Stamps from 1624-1954” (‘‘Catalogus behorende bij het 
werk De Geschiedenis van het Nederlands Fiscaal Zegel’’) by J. van der Poel and R. Breier. 
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The present book is Mr. van der Poel’s opus magnum, the result of years 
of laborious research into the history of Dutch taxes. In a general introduction 
and eleven chapters he traces the history of Dutch revenue stamps from the 
earliest times to date, always comparing Dutch history with the history of 
other countries. The book is completed by a comprehensive bibliography. 

The author defines revenue stamps as a technical aid for the collection of 
certain taxes, stressing their legal character. Not every tax receipt is a “revenue 
stamp.” For instance, on page 175 a Babylonian clay tile in the form of a 
small pyramid, with an embossed receipt for taxes, is reproduced. This is not 
a revenue stamp. Nor are seals appended to or embossed on old tax receipts 
revenue stamps in the true sense. Such seals legally form a part of the signa- 
ture; they confirm its validity. 

A revenue or “fiscal” stamp was originally a design engraved in a metal 
“signet” (stencil), stating as a rule the definite amount of the tax to be paid. 
This signet was embossed by the tax collector or the tax farmer, either with 
ink or without it, on the document, after the tax indicated in the design was 
paid. This stamp was a formal receipt for the tax, an embossed revenue stamp. 

A little later on it was possible to purchase from government-controlled 
outlets prestamped paper with imprinted stamps of different value. The 
document liable to tax was then made out on such stamped paper. 

About the middle of the nineteenth century, revenue stamps were also 
printed on small square or round pieces of gummed paper. They were sold 
separately to the taxpayers, who were required to affix them to documents 
liable to tax, either before the document was completed (signed), or before 
it was used for any legal action. 

All these three forms are in use to this day; there is no legal difference 
among them, only a technical one. Because it is not possible to supervise all 
taxable deals that take place between individuals, heavy fines are imposed on 
tax evasions and on revenue law infractions of any kind. Revenue stamps 
were used as models for postage stamps; they have a much longer history. 

Revenue stamps were invented in Holland. In the early 1620’s the Dutch 
government was hard pressed for revenue and offered a substantial reward 
to anybody who would devise a new, nonoppressive, and practicable form of 
taxation. Some authors regard the story of this prize competition as apocry- 
phal, e.g., Koczyfiski’s Finanzarchiv article referred to below. However this 
may have been, a certain Johannes van den Brook, a revenue collector, offered 
a new scheme to the government in 1623. He kept the main idea secret, until 
the government agreed to award him, by a special Act of April 28, 1623, an 
annual salary increase of 3,000 guilders, a large amount in those days. Only 
then did he submit the whole plan to the Estates of Holland, and on August 
13, 1624, the first revenue stamp act in the world was adopted, the so-called 
klein zegel. Unfortunately for him, Brook’s prudence was useless; the Estates- 
General proved ungrateful and never paid the reward to him or to his heirs. 
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The new tax was collected by embossing a special seal on documents in 
which legal transactions liable to tax were recorded. The stamp tax proved a 
great success and was soon imitated by practically all civilized countries. The 
first country to follow the Dutch example was Spain (1636), then France 
(1673), Austria (1686), and, comparatively late, in 1694, Great Britain. By 
the famous Stamp Act of 1765 the British extended the obligation of using 
revenue stamps to their American colonies with well-known consequences. 

Professor van der Poel’s work is unique. No other country can boast of a 
similar history of this important feature of its economic past. Stephen von 
Koczynski’s work on the history of Austrian adhesive revenue stamps, Die 
Geschichte der Stempelmarken in Oesterreich (Vienna: Austrian State Print- 
ing Office, 1924), although larger in size, is much narrower in scope. It goes 
too deeply into the details of printing and design which, even to the special- 
ized historian, may at times seem esoteric. A concise general history of revenue 
stamps is Koczynski’s article “Vom Ursprunge der Stempelpapierabgabe,” 
Finanzarchiv, XXII [1905], 44 ff. The smaller French book of H. Sale- 
franque, Le timbre a travers l’historie (Rouen, 1890), is inaccurate, not too 
scholarly, and antiquated today. 

The only English work on the subject is Stephen Dowell’s History and 
Explanation of the Stamp Duties, Containing Remarks on the Origin of the 
Stamp Duties &c., Observations on the Stamp Duties in Foreign Countries 
and the Stamp Law at Present in Force in the United Kingdom (London, 
1873). The historical part of this book is outdated today. There is as yet no 
modern comprehensive history of English, United States, or Canadian 
revenue stamps. And yet they were very important. Not many people today 
realize how greatly the United States revenue stamps, introduced in 1862 
by David Ames Wells, helped to finance the Civil War. 

The Netherlands are to be congratulated on having this important sector 
of their economic history treated in such comprehensive and scholarly form. 
Mr. van der Poel’s work may serve as a model for a similar book on the 
history of revenue stamps of other countries. 

Jan M. Novotny, Alfred University 
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The Dollar Decade: Business Ideas in the 1920’s. By James W. Prothro. Baton 
Rouge: Louisiana State University Press, 1954. Pp. xxi, 256. $4.75. 


James W. Prothro’s study of business opinion in the 1920’s is most timely, for 
at the moment, as in the 1920’s, conservatism is once again respectable, and con- 
servative thought is demonstrating a new burst of vitality. One of the more 
interesting side issues in the current revival is the question of who shall speak for 
conservatism. Shall it be the intellectual, the right-wing journalist, the politician- 
statesman, or the businessman? In the 1920’s it was quite clearly the businessman. 
Yet there have been few studies of business opinion, largely because businessmen 
did not speak with one voice. In the absence of uniformity, anyone approaching 
the subject is immediately confronted with the almost insuperable problem of de- 
ciding which of the many shades of business opinion was most typical of business 
as a whole. Since there are no objective criteria, any decision will arouse vigorous 
dissent and enthusiastic criticism. 

So it is with Mr. Prothro. Confronted with the problem of who spoke for busi- 
ness, he solves it by concluding (with a number of reservations, it is true) that 
the National Association of Manufacturers and the United States Chamber of 
Commerce spoke for business in the 1920’s. Instead of using the opinions of some 
of the better known businessmen of the period, such as Ford, Gary, Filene, and 
Sloan, he chooses as his protagonists a few personalities who sounded off regularly 
under the auspices of the N.A.M. and the Chamber of Commerce. There are oc- 
casional quotations by Charles M. Schwab, but the business spokesmen most often 
quoted are John W. Edgerton, Julius H. Barnes, Charles N. Fay, William Feather, 
Gus W. Dyer, George E. Roberts, and Merle Thorp. It is questionable whether 
these seven represented business opinion as much as they represented the opinion 
of the urban middle class, including the run-of-the-mill businessman and the white- 
collar worker. Not all of the seven were businessmen. Edgerton, Barnes, and 
Feather were manufacturers. Roberts was a banker and Fay a public utility execu- 
tive, but Dyer was an economics professor and Thorp an editor. 

Chiefly on the basis of the expressed opinions of these spokesmen, Mr. Prothro 
concludes that business did conservatism more harm than good. It is his thesis that 
the businessmen of the N.A.M. and the Chamber of Commerce betrayed the re- 
sponsibilities of conservatism. Unable to rise above the narrowest interpretation 
of the short-run advantage of a minority, they could not provide a point around 
which the community could rally to cope with common problems. By identifying 
conservatism and democracy with the narrow interests of one class, they provided 
grist for the mills of communist and fascist critics of constitutional democracy. 

To support his case, Mr. Prothro presents substantial evidence and analysis. 
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From what they said, it appears that the spokesmen for the N.A.M. and the 
Chamber of Commerce believed in the inequality of man and in individualism, 
self-interest, and stability. These basic ideas are not easily condemned. They are 
substantial doctrines. They are in fact the basic values of conservatism and have 
been defended often and ably. But Mr. Prothro’s “business spokesmen” made 
them appear ridiculous by expressing them with incredible ambivalence, inconsis- 
tency, naiveté, and self-righteousness. Even worse, they cheapened the basic tenets 
of conservatism by subordinating them to a tawdry and pointless materialism. 

According to the businessman’s creed, superiority among men was measured in 
terms of material success. Since businessmen had achieved material success, they 
were superior to the rest of society, infinitely superior to intellectuals, educators, 
government workers, and laborers who had not achieved material success. Toward 
these latter groups, businessmen were patronizing, accepting them if the lesser 
lights recognized their inferiority. Being the elite, businessmen never doubted 
that they knew “truth” and what was “right.” They not only knew that what 
was good for business was good for America, but they were the judges of what 
was good in itself. 

Individualism was good if it expressed itself in a drive for material success, but 
it was not good if it expressed itself in other ways. It was assumed that all people 
were selfish and that the goal of this inherent selfishness was purely material. 
The pursuit of self-interest by the businessman was therefore good, but the pursuit 
of self-interest by other members of society was bad. Thus, businessmen lived in 
constant fear that the popular will would express itself through government action. 
Not that they feared government interference as such. If government interfered 
in the economy in favor of business that was good, but if government interfered 
in favor of anyone else that was bad. The world the businessman desired was a 
world of social and political stability and constant economic progress. Its people 
were to conform rigidly to an absolute and unchanging standard of social and 
political values, but at the same time they were to strive to ever-higher levels of 
material well-being through self-reliance and hard work. 

Because they were the elite, businessmen in the early twenties naturally identified 
themselves as the leaders of America. As such, they accepted responsibility for eco- 
nomic prosperity. It was business, not government, that was responsible for Amer- 
ica’s “contribution to the welfare of its own people and the well-being of the world.” 
The only fly in the ointment was that few outside the ranks of business had a 
proper appreciation of how “good” business was. One of the constantly recurring 
themes in the expressed opinion of the spokesmen for business was the nagging 
complaint that “no one understands us.” The self-righteous acceptance of respon- 
sibility for prosperity had its embarrassing moments when the business cycle 
turned downward at the end of the decade, but then the spokesmen were equal 
to the occasion. They no longer claimed to be the nation’s leaders. Instead, they 
ridiculed the charge that they ruled the country. Whereas they had asserted that 
they were responsible for prosperity, they now insisted that the government was 
responsible for the depression. 

This then is the evidence on which Mr. Prothro hangs his thesis. It is ample, 
but the strength of the thesis really depends on the strength of his major premise 
that the spokesmen for the N.A.M. and the Chamber of Commerce also spoke 
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for businessmen in general. If this premise is accepted, Mr. Prothro’s thesis must 
be accepted in its entirety. But it is hard to believe that the opinions cited by Mr. 
Prothro were typical of business as a whole. The tastes of the men who operated 
America’s complex and efficient industrial machine could not have been so low 
as to accept the unpalatable hash dished up by the N.A.M. Yet if Mr. Prothro’s 
basic premise is not accepted im toto, one must at least agree after reading the 
evidence that the N.A.M. and the Chamber of Commerce were inept spokesmen 
for conservatism. Conservative thought deserved better treatment than it received 
from its friends. There was no substance to the tedious utterances of conservatism’s 
champions in the twenties, and this goes far toward explaining why conservatism 
became bankrupt in the thirties and why what happened in that decade did 
happen. 

Although he is critical of business thought in the 1920’s, Mr. Prothro writes 
with high good humor and with little emotionalism. Instead of “viewing with 
alarm,” he writes with his tongue in his cheek. Despite his study’s too limited 
scope, it is an excellent contribution to a difficult and relatively undug field. 

Herman E. Krooss, New York University 


The Reputation of the American Businessman. By Sigmund Diamond. Cam- 
bridge: Harvard University Press, 1955. Pp. 209. $4.00. 


This study, the latest in the Harvard series in entrepreneurial history, summa- 
rizes and interprets obituaries published on the occasions of the deaths of six leading 
businessmen—Girard, Astor, Vanderbilt, Morgan, Rockefeller, and Ford. Mr. 
Diamond tries not to confuse these journalistic effusions with public opinion, or 
with the kind of material that would permit definitive assessments of the careers 
of these men. Understanding the limitations of his sources, he does not attempt 
the impossible. Yet he does ask significant questions of his data. Does the reputa- 
tion of the businessman depend on the nature of his business activity, or on his 
philanthropy? Which is more important in explaining success, the social environ- 
ment or personal qualities? What other kinds of social roles are ascribed to 
entrepreneurs? How do conceptions of roles change with the passing of time? Does 
the press contribute to the development of a consensus? 

By asking such questions the author makes his study something more than a 
recital of familiar clichés. This is no mean feat, since anyone who knows the 
general outlines of the Protestant ethic, the conservative defense, and the “robber 
baron” legend will at once recognize most of the ideas represented in his sources. 
He does his best to invest the obituaries with freshness and originality, but 
admittedly this is a difficult task. Many of his findings stubbornly refuse to 
masquerade as surprises. Most readers will be able to anticipate that Marxists 
looked upon Morgan and Rockefeller as creatures of the capitalist system, that 
the labor press was more inclined to speak ill of the dead than was the business 
press; and that Croesus had more honor in the East than in the West and South. 

There are elements of surprise in the attempt to show that each of these 
entrepreneurs appeared in different roles and that the earliest and latest of them 
appeared in very different lights. The entrepreneur of the early nineteenth century 
was strictly a businessman; his nonbusiness activities and private affairs were not 
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discussed in relation to reputation; his success was attributed to unique qualities 
of character rather than to the economic system; and he was judged according 
to the liberality of his will. The latter-day entrepreneur, however, is judged more 
on his business activity than on his philanthropy; he is cast in many roles—father, 
husband, citizen, social benefactor, patriot; he is not unique but shares the 
attributes of lesser men; and he is no longer the sole architect of his own success 
but a product and representative of the free enterprise system and the American 
social order. 

The difficulty with this case is that it is too pat. Anxious to show that popular 
conceptions of the entrepreneur did change, Mr. Diamond features statements 
revealing change; in the process he plays down other comments betraying the 
persistence of traditional ideas. Neither the self-made man stereotype nor the 
character-equals-success formula went into discard as early as he suggests. Nor 
did the multiple-role businessman emerge so late. The elements of the twentieth- 
century formulation were already present in the nineteenth, and many of the 
conceptions of Astor’s day survived to the time of Ford. Mr. Diamond sometimes 
strains his evidence to make it fit his neat categories of change. 

Taking each of these businessmen as representative of his generation, he also 
jumps rather easily from specific comments on an individual to generalizations 
about the reputation of the whole class of business leaders. The question remains: 
How much of this comment attaches to unique personalities and specialized 
careers and how much of it to entrepreneurs in general? 

The book is broadly conceived and crisply executed, a triumph of imagination 
and disciplined intelligence. In rising above his sources, Mr. Diamond demon- 
strates that it is better to live dangerously than not to live at all. 

Irvin G. Wytute, University of Missouri 


The Beginnings and Development of German Business History. By Fritz Redlich. 
Supplement to the Bulletin of the Business Historical Society, September 1952. 
Pp. 82. 


The study of German business history appears to offer rich rewards to an 
enterprising scholar. A mountain of published material is available on firms and 
business leaders, much of it drawn from original records. A short stay in Germany 
can easily be made to yield even more source material, and microfilm can be 
amassed without limit. Mr. Redlich has now made the work even more attractive 
by his readable survey of the existing literature and his discussion of the main lines 
of its development. Although his essay is not intended primarily as a bibliography 
“but rather [as] a description and evaluation of an intellectual movement,” it 
takes up, one by one, the most important and typical authors and the principal 
classes of work in the field. In thus compiling a general survey of a large and 
difficult body of literature, Mr. Redlich has provided an indispensable guide to 
the student. 

As a piece of historical writing, this essay does not rank among its author’s 
best work. Despite disavowals, it contains bibliographical material in large un- 
digested chunks. It presents some statistics on the volume of American, British, 














Business Hstory 295 





and French literature, but the conclusions drawn are loose and impressionistic. 
Insights and interpretations are scattered at random, and the scope of the study 
has, in my opinion, been unnecessarily enlarged. Where, however, the discussion 
centers around the development of a generation of business historians in Germany, 
Mr. Redlich’s learning and intimate personal knowledge is well applied. His con- 
cluding interpretation of this movement (p. 75) is both touching and profound. 
Two questions are suggested by the survey of this material. First, how can 
German business histories and biographies of business leaders be used in writing 
German economic history? Second, what lessons for American business historians 
are offered by the German experience? Clearly, to use material of this nature, 
with the numerous shortcomings detailed by Mr. Redlich (p. 23), in the writing 
of national economic history is a risky enterprise. Only when impressions and 
hypotheses are rather firmly fixed by general reading can a student safely approach 
business histories, assess their contents, and incorporate it into his narrative. 
German business history, moreover, points up clearly the deep dilemmas with 
which this kind of writing is faced wherever it is undertaken. The gap between 
the aims of a business enterprise and those of an academic scholar cannot be 
wholly bridged even by “specially trained, high-class personnel.” Shut off from 
collaboration with the firm itself, the scholar tends to become unreasonably 
antagonistic; taken into the bosom of the family, he may be killed—and will 
certainly be embarrassed—by kindness. Mr. Redlich’s survey suggests that both 
the use of business histories and the writing of them are matters for that cool head 
and experienced hand which his own best work so clearly reveals. Certainly much 
of the German work is illuminating for the sociology of scholarship and the 

history of pedantry rather than for the study of business enterprise. 
WituiaM N. Parker, Williams College 


Business Without Boundary: The Story of General Mills. By James Gray. Minne- 
apolis: University of Minnesota Press, 1954. Pp. xili, 343. $4.75. 


James Gray has produced a thoroughly commendable study of one of America’s 
leading industries in this history of General Mills. While the greater portion of 
the book is devoted to the activities of General Mills since its establishment in 
1928, it is rendered much more valuable to the student of business history by the 
inclusion of a rather exhaustive background survey of the problems of the 
Washburn Crosby Company and how they were successfully met, as well as a 
briefer but enlightening account of the Sperry Company of San Francisco, the 
Kell group of southwestern mills and the Larrowe Milling Company of Detroit, 
all of whom participated in the merger of interests to form the larger corporation. 

The story begins in the mid-1850’s when Cadwalladar Washburn started his 
venture in milling as the Minneapolis Milling Company and records the inevitable 
periods of crisis in organization and management until, by the end of the nine- 
teenth century, the Washburn Crosby Company emerged as one of the strongest 
American milling concerns with a reputation established in this country and 
Europe. The author examines the policies that were formulated to answer the 
challenges to survival and demonstrates how the adoption of new and vigorous 
methods in sales and distribution as well as the readiness to incorporate new 
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scientific techniques in production paid off handsomely in success and reputation. 
The adoption of slogans that became household words and the inauguration of 
various types of radio programs when that medium was in its infancy illustrate 
the unending cultivation of the consumer, while laboratory experimentation was 
carried on ceaselessly to improve production methods or produce newer and better 
products. 

This comprehensive chronicle of the background is however but a prelude for 
a thorough examination of the activities of General Mills in the first quarter century 
of its existence. This giant of the milling industry was first organized as a 
holding company in which the associated concerns retained their original names 
and carried on a great measure of their activities as autonomous units. By 1937, 
however, the original organizational structure was deemed no longer best suited 
to meet the conditions of the time, and simplification of organization through 
centralization was considered essential to serve the interests of the associated 
companies. In that year the liquidation of most of the subsidiary companies took 
place and General Mills became an operating company. In 1953 a further 
reorganization was consummated, prompted by the desire to effect a better balance 
between the extremes of too little centralization or too much, and this has resulted 
in the decentralization of activity, but in the managerial sense rather than on the 
basis of geography. 

There is much that cannot be encompassed within the space of a short review. 
The magnitude of the activities in which General Mills is engaged is tremendous 
and dwarfs the estimates of only a few years ago. Mr. Gray has written largely 
of men and their ideas. The human factor has been stressed, and the reader is 
constantly alerted to the part played in the history of General Mills and its back- 
ground by a strong and vigorous leadership. The nature of the milling industry 
being what it is, there is a responsibility for more than profits, and this is precisely 
what Mr. Gray has shown to have been the attitude of a long line of extremely 
capable executives. 

This volume is well written and carefully organized. The author has set out 
to portray the boundless ramifications of the milling industry, as the title implies 
and in this instance is symbolized by General Mills. Service to the consumer, to 
government in times of emergency, to science, and to the welfare of humanity in 
general fits within the realm of the miller’s activities, and these have all been 
examined, as well as General Mills’s responsibility to the people who compose its 
personnel. A good job has been done in analyzing the difficulties inherent in 
the growth of a business from a local unit to one of national and international 
scope. Organizational charts would have aided a great deal and added clarity to 
some of the changes in operational structure. There was perhaps an understandable 
temptation to use too many personal names, thus creating a tendency sometimes 
to lose the reader in a forest of individuals. This reviewer would like to have 
had more discussion of some problems that are misunderstood by many people 
but nevertheless are widely discussed, probably with information which is not 
accurate as, for example, the matter of bleached flour. But these are all minor 
suggestions. This volume is an important addition to the literature of economic 
and business history. 


Myron H. Luxe, Hofstra College 
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Main Street on the Middle Border. By Lewis Atherton. Bloomington: Indiana 
University Press, 1954. Pp. xix, 423. $6.00. 


Having studied the country store in the early nineteenth century, both South 
and West, Lewis Atherton has now broadened his scope to include all aspects 
of small-town life from 1865 to 1950. The middle border, as he defines it, is the 
United States west of the Alleghenies, north of the Ohio and 36°, 30’, and east 
of the semiarid sections of Kansas, Nebraska, and the Dakotas. His major thesis 
stated in the first sentence of Chapter I is, “The history of the Middle Border has 
been largely the history of its towns.” 

The abundant documentation of this proposition is a solid contribution to the 
interpretation of American history. The book demonstrates one of the important 
modifications of Turner’s implicit conception of the frontier as agricultural and 
his neglect of the trading center with its lawyers and business leaders. 

The study is cultural history as the word is used by the anthropologist or 
sociologist. As a consequence, economic activities are seen in connection with other 
aspects of the life of the community. There are no chapters of specialized economic 
analysis as such. Yet Mr. Atherton never strays far away from economic realities. 
He notes that “nineteenth-century mid-western civilization was obviously geared 
to the strength and limitations of horse-drawn transportation.” Later he describes 
the “Revolution by Car and Truck” as basic to the changes of the twentieth 
century. 

Mr. Atherton writes in the traditions of the historian. His book is replete with 
illustrative material and well-told incidents. He obviously takes more pleasure 
in recalling the ways of nineteenth-century rural America than in analyzing the 
changes of the mid-twentieth. He provides material for sociological analysis but 
does not attempt to set up models or develop an integrated system of hypotheses. 
This is most apparent in chapters such as “The City Comes to Main Street.” 
Here one would hope for hooks with which to catch hold of the problem of 
the gradual conquest of rural by urban culture, for some explicit suggestions re- 
garding the cutting edges that reshaped culture patterns, but Mr. Atherton sticks 
to presenting the evidence and implies theoretical propositions only through the 
topics he selects. 

While one might wish for more analysis, Mr. Atherton’s account of the 
evolution of the middle border town is comprehensive and well balanced. Only 
life-long familiarity with the environment and careful research could produce 
such a complex and understanding picture. 

Tuomas C. Cocuran, University of Pennsylvania 
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Rich’s of Atlanta: The Story of a Store Since 1867. By Henry G. Baker. (Division 
of Research, School of Business Administration, Atlanta Division, University of 
Georgia.) Atlanta: Foote and Davis, Inc., 1953. Pp. xviii, 411. $7.50. 

History of Marshall Field & Co., 1852-1906. By Robert W. Twyman. Philadelphia: 
University of Pennsylvania Press, 1954. Pp. 249. $5.00. 


In no country in the world has private business been so intimately a part of the 
national life and spirit as in the United States. The story of its struggles and 
triumphs is one of the most central and dramatic themes of our history. Oddly, 
for all this, there is still no single general work that portrays the story objectively 
and imaginatively, though the number of business histories published in recent 
years has multiplied rapidly. Some of these have been first-rate studies, capturing 
all the human aspirations and drama of the story and evaluating business growth 
in terms of the larger historical and economic forces at work. Many of the others, 
unfortunately, have been little more than worshipful panegyrics with no lasting 
qualities. Representative of these two types of business histories are the first vol- 
ume of Robert W. Twyman’s History of Marshall Field & Co. and Henry G. 
Baker’s Rich’s of Atlanta, the former written by an associate professor of history 
and the latter by a professor of marketing. Each attempts to examine the record 
of an important regional department store. 

Though Mr. Baker informs us that “the development and growth of Rich’s 
are unusual, enlightening, and significant because of its policies and environment,” 
the reader is left either partially or entirely uninformed on most of the reasons for 
such claims. Founded in 1867 by Morris Rich, one of three Jewish immigrant 
brothers from Kachau, Hungary, Rich’s began as a very small retail business and 
expanded into one of the South’s most modern department stores. The story of 
its growth, success, and aspiring pre-eminence is the theme that keeps this highly 
eulogistic and uncritical business history together. Though reference is made to 
the development of Atlanta as a business and retail center, to Rich’s competitors, 
and to the fluctuations of the business cycle, the relationship between these phe- 
nomena and institutional policies is superficial. The author rarely penetrates below 
the surface to analyze primary motives; too often he accepts the store’s explanations 
at face value. Scant attention is paid to department store developments throughout 
the country and to what extent, if any, these changes affected Rich’s, while too 
much space is devoted to appreciative and repetitious statements about the virtues 
and beneficence of the store’s founders and executives. In spite of the lavish praise 
bestowed upon these men, their abilities fail to show through clearly. Equally 
distressing is the lack of analysis that characterizes other areas of this book. When 
discussing marketing and merchandising (by far the most detailed sections of 
this study), there is little critical appraisal of the motives for adopting certain 
policies, methods employed to execute them, and their success or failure. Nor is 
there a thorough and systematic explanation of financial policies. The charts in 
the appendices (several of them are most revealing) do not make up for the 
absence of detail in the text. This criticism also applies to many of the other issues 
raised throughout the book. The store’s responsibilities toward its customers, 
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workers, stockholders, government, and the public generally are cited, but the 
story is framed in such worshipful executive portraits that too often the book 
reads like the store’s advertisements, from which Baker quotes liberally. It is 
unfortunate that so many criticisms must be leveled against this book, for an 
objective, critical, and careful study based upon a thorough evaluation of the 
public and private sources, secondary works, and trade and general periodicals 
would have been of real interest and value to scholars, to the educated public, 
and to Rich’s. This book will be of little aid to the former and of doubtful use 
to the latter. 

Mr. Twyman’s history of Marshall Field up to the death of the founder in 
1906 is a much more painstaking and substantial work. A cursory glance at the 
footnotes and Bibliography will indicate this at once. Not only has the author 
made judicious use of all the available private records, but he has also probed 
deeply and carefully into public sources, trade periodicals, and secondary works 
and has sampled a large number of newspapers. The results of these labors are 
evident throughout the text. The story of Marshall Field’s exploits, first as a 
wholesaler, then (after 1865) as a retailer, and finally as the head of a store whose 
total net profits rose from $240,000 in 1865 to $4,797,700 in 1906 and whose 
influence and merchandise spread from the Alleghenies to the Pacific, is told 
with clarity and much real insight. In contrast to Baker’s emphasis on individual 
men, Mr. Twyman has succeeded in keeping Marshall Field and his other inter- 
esting associates in proper perspective. Personalities are not ignored; they are 
treated objectively and emerge only in so far as they illumine the business develop- 
ments of the institution. The reader searching for a biography of Field will have to 
look elsewhere, for this is primarily the story of the evolution of a small supplier 
of simple dry goods into a huge distributor of a complex variety of merchandise. 
Though always cognizant of Field’s many business contributions, advanced buying 
and selling methods, and organizational practices, which placed him in the 
vanguard of department store innovators, the author is careful to indicate and to 
weigh all the other contributing factors that went into the making of this success 
story. Marshall Field’s purchase of Potter Palmer in 1865, an established and 
successful leader in the retail business, his emphasis on building and maintaining 
a sound financial position (achieved partly through investments in trade and 
real estate), and the advantages of being located in Chicago, one of the fastest 
growing cities in America, are carefully appraised. Twyman’s analysis of the 
early Chicago retail market and its influence on Field’s business ideas, one of 
the outstanding sections of this book, is a welcome addition to the history of 
the wholesale and retail trade. Not only does it shed much new light on a subject 
of considerable interest, but it enriches and makes more meaningful the story of 
Field’s business operations. There is no doubt that this is a work of quality, one 
that will be a real aid to students of business and economic history and merits the 
honorable mention it received in the Beveridge Award competition of the 
American Historical Association. 





Vincent P. Carosso, New York University 








300 Book Reviews 





TECHNOLOGY 


A History of Mechanical Invention. By Abbott Payson Usher. Rev. ed.; Cam- 
bridge: Harvard University Press, 1954. Pp. xi, 450. $9.00. 


This second edition of a work that has been a classic in its field for a quarter 
of a century is a production of major importance to students of the history of 
technology. Superficially it appears that the principal changes consist of the 
substitution of four new chapters for Chapters 1 and 2 of the original version and 
the addition of new material on internal combustion engines and gas turbines in 
the concluding chapter. Careful reading, however, reveals that the findings of 
recent scholarship have been skillfully interwoven into the text practically all the 
way through, so that even those readers who enjoy a complete familiarity with 
the first edition can profit from the second. 

It is nevertheless possible to wish that Mr. Usher had undertaken a more 
thorough revision. While this may be entirely a matter of personal predilection, 
I feel that the last century has received far less attention than it deserves. For 
practical purposes the book fades out about 1850, with little more beyond that 
point than a survey of basic sources of power. To select at random a few me- 
chanical inventions that have had some considerable influence on our civilization— 
the airplane, the linotype machine, the air brake, and the screw propeller appear 
nowhere in this book. It seems not unreasonable, therefore, to suggest that a 
disproportionate amount of space has been given to timepieces, and that Leonardo 
da Vinci, for all his genius, does not rate an entire chapter to himself. On the 
other hand, the scholar who wants information on modern invention can find it 
easily enough in other places, while Mr. Usher has material on the state of the 
mechanic arts in classical and medieval times that is available nowhere else. 

One consequence is that American inventors and inventions receive only casual 
mention. While this cavalier treatment is doubtless a healthy reminder that 
Americans do not, as we frequently appear to assume, possess a monopoly of 
technical skill and inventive genius, it involves some regrettable omissions. It is, 
for example, no disparagement of the achievements of Henry Maudslay to point 
out that men like James Hartness and William Sellers made just as important 
contributions to the development of machine tools, and the story of the steam 
engine is incomplete without some reference to George H. Corliss. It is perhaps 
some consolation that, despite the claims of Soviet publicists to the invention of 
everything from the wheel down, the Russians fare even worse at Mr. Usher’s 
hands. Not even Reg. Uspatoff appears in these pages. 

The four introductory chapters are going to attract the greatest amount of 
attention, not so much because they are the most conspicuous addition to the book 
as because of the approach that they embody. In them Mr. Usher has undertaken, 
with a boldness of method that commands respect, to provide a conceptual frame- 
work for the rest of the book. He has ranged through philosophy, psychology, 
sociology, and even mathematics in order to analyze the complexity of interrela- 
tionships between social change and technology and in particular to study the 
factors contributing to the process of invention. It is an interesting and useful 
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piece of synthesis, which quite obviously has fascinated the author so much that 
he has occasionally wandered down attractive bypaths leading to areas somewhat 
remote from mechanical invention. This feature is not in the least objectionable; 
the omission of Mr. Usher’s observations on historical causation would be a 
needlessly high price to pay for strict relevancy. 

I was, I admit, somewhat disturbed by some of the terminology that he chose 
to employ, since I should be most reluctant to see history lost in the morass of 
trade jargon that has swallowed up so much of the social sciences. It is an excellent 
idea for a historian to use the tools of other disciplines, as long as he is, like Mr. 
Usher, a craftsman who knows what the tools are for and how they should be 
used. Unfortunately these techniques can also be taken up—and frequently are— 
by faddists whose zeal outruns their skill, with the results that usually follow when 
a tool is applied to a purpose for which it was not designed. 

There is, however, much too much learning in this book (as distinguished from 
mere scholarship) to warrant concern about Mr. Usher’s ability to pick his way 
through the knotty problems he has chosen to deal with. He has once again 
provided an invaluable and indispensable source of information about a vital 
phase of the history of technology. 

Joun B. Raz, Massachusetts Institute of Technology 


MONEY AND PRICES 


Wholesale Prices in Philadelphia, 1852-1896. Series of Relative Monthly Prices. 
By Anne Bezanson, assisted by Marjorie C. Denison, Miriam Hussey, and Elsa 
Klemp. (Publication of the Industrial Research Department, Wharton School 
of Finance and Commerce, University of Pennsylvania.) Philadelphia, Uni- 
versity of Pennsylvania Press, 1954. Pp. xxxv, 506. $10.00. 


Reviewing this volume is in some respects like reviewing the latest edition of 
the Statistical Abstract of the United States. That is, it is almost entirely 
composed of some 416 statistical tables of monthly price relatives of individual 
commodity series and 92 tables of absolute prices of selected individual com- 
modities, ranging as far as possible between January 1852 and December 18096. 
Appendix A gives the names and dates of the sources of the price data, largely 
consisting of New York and Philadelphia newspapers but including two published 
and two manuscript sources. Just about the only verbal content, aside from 
appropriate notations or grades of the various commodities represented, is in 
the Foreword and a two-page supplement summarizing the diversity of price 
movements during the period under examination. 

This is the fifth in the “Industrial Research Studies in Price History” sponsored 
by the Industrial Research Department of Wharton School with financial aid 
from the International Scientific Committee on Price History and the Committee 
on Research in Economic History, and it is hoped that Miss Bezanson and her 
staff will pursue the pattern established in the earlier studies covering the colonial 
period, the Revolutionary War period, and the years from 1784 to 1861, by 
publishing a longer interpretation of the figures here made available to scholars 








302 Book Reviews 





and other interested parties. Even without such an interpretation, to be sure, we 
now have a continuous price record for Philadelphia from the early eighteenth 
century to the late nineteenth century, which can be hitched to data made available 
years ago by the United States Department of Labor. Up to now the work of 
Warren, Pearson, and Stoker in New York City prices has been the only collection 
of monthly American commodity-price data purporting to cover the entire period 
for which merchants’ prices-current, newspaper prices-current, and manuscript 
sources are available. 

This reviewer is surprised to learn that the Philadelphia researchers could not 
depend wholly on local sources for the period 1852-1896, considering the size of 
the market, and is equally surprised to find that New York newspapers can be 
found that carry Philadelphia prices in sufficient volume and consistency to fill 
the gaps—which gaps have undoubtedly been the source of considerable vexation 
to the compilers. Generally speaking, the record is reasonably complete. As for 
the format of the book, the tables are far more legible than those in most 
statistical volumes, thanks to generous spacing and the Vari-Typing process. 
The various series of price relatives are indexed and classified in a table in the 
Foreword, with the grouping along the lines suggested by the International 
Price Committee. It is also worthy of remark that the g2 series of absolute 
monthly prices are designed to form another link between the Statistical Supple- 
ment on Wholesale Commodity Prices in the United States, 1700-1861, published 
by A. H. Cole in 1938, on the one hand, and the Department of Labor price data, 
on the other. 

So far as this reviewer is concerned, absolute prices (or averages of price 
quotations) would probably be as useful—or more useful—than pricé relatives, 
by and large. Similarly, it might have been preferable if the compilers had 
refrained from converting specie quotations of imported goods to paper equiv- 
alents with the aid of Wesley Mitchell’s monthly index of the premium on gold 
between January 1862 and December 1878. It is understood that these statistical 
steps were undertaken in order to assist scholars to use the data for one purpose 
or another. Nevertheless, further conversion is probably going to be necessary in 
many instances where the data are employed. This is not to deny that some of 
the quotations in terms of gold were really in terms of paper, or vice versa— 
in which cases an appropriate symbol could have been used to caution the reader. 

Miss Bezanson and her assistants find that price fluctuations were more extreme 
in agricultural prices before 1870, compared with industrial prices, and that 
both groups tended to decline after 1872, the rate of decline being rather more 
noticeable in the agricultural price series. They use the period 1881-1885 for a 
base period for all the price relatives, largely because this quinquennium is near the 
middle of the whole era and reasonably “normal.” Space does not permit discus- 
sion here of the innumerable questions and comments that will arise in the mind 
of any “pricist” perusing this volume. Nevertheless, those who have noted that 
there has been a long-run historical tendency for wheat in this country to 
approach $1.00 a bushel and for flour to approach $5.00 a barrel will note 
that the base prices of various varieties of the grain are in the neighborhood of 
$1.10 or $1.11, whereas Pennsylvania extra and family flour carries a base price 


of $4.9097 (other types range from $3.2938 to $5.7724 in base price). Furthermore, 
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those familiar with the comparatively regular cycle in wheat and flour prices since 
the eighteenth century will probably want to try their luck at analyzing the 
Philadelphia series to determine the extent of conformity to the hypothetical 
cycle some two decades in length. 

In sum, we have here a noteworthy addition to the record of American 
wholesale commodity prices that has been accumulating fairly rapidly during 
the past twenty years. Reading this latest contribution requires an interest in 
prices and a facility for handling them (similar to the interest and facility 
required for the study of a musical score); it remains to be seen whether the 
compilers of our prose accounts of American economic experience will develop 
interest in historical price data to the point where they feel obligated to do 
something more than make an occasional stray reference to an extremely high 
or low price quotation. 

Tuomas S. Berry, University of Richmond 


History of the Philadelphia National Bank, 1803-1953. By Nicholas B. Wain- 
wright. Philadelphia: The Philadelphia National Bank, 1953. Pp. lx, 263. $3.00. 


The subtitle of this study characterizes its range as including a century and 
a half of Philadelphia banking, 1803-1953. The history of this old and important 
Philadelphia bank gives insights into financial developments not unlike those 
that occurred in many other American cities. It illuminates many topics of 
general significance. These include the relation of state and federal governments 
to banking and the apparently irresistible tendency of commercial banks to 
become involved in investment banking. The book suggests the oligopolistic 
character of competition in this field, the motivations for and processes of 
achieving mergers, the rise and decline of branch banking, and the nature of 
entrepreneurship as it has been applied to finance. We learn something of the 
role of banks in community development, the part played by banks in the 
business cycle and war finance, the development of banking techniques, and 
many other topics. 

The history of this institution does not confirm two ideas that are currently 
publicized in popular political economy. It is sometimes suggested that govern- 
ment control, once started, grows to the point of suppressing private enterprise. 
However, we find that, after one hundred and fifty years of regulation, the 
Philadelphia National Bank is still a vigorous, privately run institution. Nor does 
experience confirm the companion idea that state control is preferable to federal 
control because it adapts itself to local requirements and conditions. When 
the opportunity came to surrender its state charter and incorporate under federal 
jurisdiction in 1864, this bank gladly made the change. The Philadelphia Public 
Ledger expressed at this time a point of view that was amply justified by previous 
history. It remarked: “. . . The city banks which are considered the ‘fat goose’ 
at Harrisburg, to be plucked at pleasure, will be removed from that body forever.” 

Some insights into the imperfect character of banking competition are presented 
in this book. When the bank was originally incorporated its notes were not 
received by the other banks of the community—a not unusual sort of welcome 
extended to new members of the banking community. Demands for specie by 
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one bank on another in this period seem sometimes to have been timed to 
embarrass the note-issuing bank rather than to have been carried out as a 
routine means of assuring specie convertibility. One well-known competitor of the 
Philadelphia bank regarded with disfavor loans to men who held Jeffersonian 
political views. When the Philadelphia Clearing House was established in 1858, it 
became the means of “standardizing” banking practices and of the elimination of 
“{nterest on deposits and balances of any kind.” Clearly, the full rigors of the com- 
petitive market were tempered in these early days of banking. 

Imperfect competition in banking turns up again when the matter of bank 
mergers is described. The Philadelphia National Bank, as it stands today, is 
the result of a long series of mergers. Why did these take place? One motive seems 
to have been the desire for the power and prestige that goes with size. Another 
was the desire to strengthen the management of the bank through acquiring 
men of recognized ability from the institutions to be merged. After reading this 
book one wonders if mergers were not motivated less by the notion that size 
would bring economy than by considerations of strategy in an oligopolistic 
struggle. 

This book is notably free from errors on technical points. However, on page 
54 the author writes like a Jacksonian when he characterizes the Second Bank of 
the United States as “the one great monopoly.” Was it a monopoly? On page 
110, the Philadelphia Clearing House is described as a mechanism that made 
for the almost immediate detection of unsound banking. If so, it was an extraor- 
dinarily efficient clearinghouse. 

In general, the book is accurate, well written, and replete with facts. Fortunately, 
it is not factual to the exclusion of general ideas. It is commendably free from 
those eulogies of long-deceased officers of the bank that mar with dullness many 
histories of our banks. It is an informing and candid book. 

Wa ter B. Smitu, Claremont Men’s College 


The Great Inflation, 1939-1951. By A. J. Brown. (Issued under auspices of the 
Royal Institute of International Affairs.) London: Oxford University Press, 
1955. Pp. xiii, 321. 30s. 


Basically, A. J. Brown presents a treatise in theoretical and statistical economics, 
not in economic history. He has a theory of inflation and its control and 
illustrates it copiously by literary and statistical references to the experience of 
approximately fifty countries during World War II and the Korean fighting. 
In addition to Great Britain, the United States, and Canada, he has drawn 
most freely from the hyperinflations (China, Greece, Hungary). But this is 
a matter of prendre son bien ou l’on le trouve and results in no coherent 
historical account of the course of inflation in any country. The key statistics 
for all countries have however been collected and presented in unusually 
brief and usable form and used in almost every chapter for quantitative 
testing or illustration of one or another theoretical proposition, in what is becoming 
the “tradition” of the young science of econometrics. 

Mr. Brown has the gift, less rare among British than American economists, 
of disguising difficult and controversial propositions of economics as matters 
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that any schoolboy can understand and all men of good will can accept. The 
net result here is perhaps the most impressive presentation to date of the “direct 
control” as against the “indirect control” school of thought regarding inflation 
and policies to cope with it. A partial explanation of Brown’s success may be 
his postponement until the final chapter of the basic outline or skeleton of his 
theoretical position. A sophisticated reader (particularly one with the opposite 
bias) would be well advised to read this last chapter first and fit the earlier 
chapters into the framework one by one. 

There are according to Mr. Brown two types of national economy, each with 
its own characteristic mechanism of inflation. In Type I, marked by flexible 
prices, inflation proceeds primarily from the demand side by a mechanism of 
money income increases that economists call the multiplier process. In Type II, 
marked by cost-plus pricing and by “wage parities” based on cost of living, 
inflation proceeds primarily from the supply side when increases in import 
prices of food or raw materials set off a “wage-price spiral.” (For Type I, read 
United States, and for Type II read United Kingdom, although neither exists in 
pure form.) In Type I, inflation control by monetary and fiscal measures— 
“indirect controls’—may be feasible. In Type II, such policies often contract 
employment without affecting prices; they are, moreover, difficult to implement 
because of a high short-period variability in the multiplier. In Type II economies, 
then, controls must be “direct”: wage fixing, price fixing, import subsidies, 
rationing, allocation, etc. The further point should likewise be made for direct 
controls, says Brown, that where their operation is to any degree effective 
inflation is always slowed down and never breaks out into hyperinflation. 

So much for the short period. But when we come to the longer period, Mr. Brown 
recognizes and illustrates statistically the importance of accumulated liquidity, 
in addition to current income, as a force pushing prices up, holding production 
down, and hacking away at controls. He recognizes likewise the efficacy of 
currency reforms in eliminating this excess liquidity in West Germany, in the 
Soviet Union, and elsewhere. It is accordingly difficult for this reviewer to 
reconcile his championing of direct controls with his dim view of the excess 
liquidity that they characteristically create. Mr. Brown’s own prediction for the 
historical future is among our more pessimistic. He does not plump for 
alternations of direct controls with currency reforms, which can hardly be 
expected to work more than once per generation. Rather, he finds it difficult 
to anticipate price stability at all without at least the threat of occasional unemploy- 
ment on a socially unacceptable scale, without international control of food and 
raw material prices, or without drastic changes in the social mechanism for 
setting money wages and money profit margins. 

I have mentioned what appears an inconsistency in Mr. Brown’s advocacy of 
direct controls. It is related to another inconsistency in his treatment of 
liquidity—or to put it more bluntly, of the quantity of money and credit. He 
recognizes that money or credit contraction can end or reverse an inflation that 
has proceeded for a certain period of time. But for some reason, he regards the 
quantity of money and credit as purely passive in the initial stages of an inflation, 
as it gathers momentum. This is especially marked where he treats inflation 
in raw material countries, where foreign wars set off “expectational inflations” 
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in export prices, while foreign demands and domestic incomes remain temporarily 
stagnant or even fall. Such expectational inflations Mr. Brown regards as 
inevitable under the present scheme of things, while the reviewer sees in them 
the mark of speculative inventory accumulation, normally financed on credit 
and controllable by credit restriction. 

The author also marshals high-caliber statistical guns to support the proposition 
that interest-rate increases are completely useless for inflation control but merely 
subsidize public and private creditors at debtors’ expense. This is a lively public 
issue, and there is an alternative explanation for Mr. Brown’s results. Rate 
increases control inflation, it is argued, less in themselves than as one aspect of 
a general tightening of money. There is therefore no reason to expect moderate 
rate increases to check an inflation if standards of credit worthiness are simul- 
taneously so manipulated as to increase the volume of credit outstanding. And, 
on the other hand, an inflation can be checked while interest rates are cut, if 
the standards are so manipulated as to induce a money shortage. Mr. Brown’s 
econometric venture here, dealing with rates alone to the exclusion of the 
accompanying credit terms, includes too few variables to constitute a conclusive 
test for the hypothesis he is rejecting. 

M. BRoNFENBRENNER, University of Wisconsin 


NATIONAL ECONOMIC HISTORIES 


The Economic Development of Japan, Growth and Structural Change, 1868-1938. 
By William W. Lockwood. Princeton: Princeton University Press, 1954. Pp. xv, 
603. $10.00. 

Japanese Food Management in World War II. By B. F. Johnston with Mosaburo 
Hosoda and Yoshio Kusumi. (Publication of the Food Research Institute, 
Stanford University.) Stanford: Stanford University Press, 1953. Pp. xii, 283. 


$7.50. 


The two books under review, while representing two extremes in economic 
research, are both excellent in their respective ways. Johnston’s compact volume, 
which covers a limited subject with careful accuracy and thoroughness, may never be 
superseded as the standard source for this particular topic. Lockwood’s massive, 
ranging work, while inevitably less complete and definitive for the vast subject 
it covers, is a major contribution to both the study of modern Japan and economic 
history in general. 

Johnston, who served in the American occupation in Japan between 1946 and 
1948, was assisted by two Japanese bureaucrats with wartime experience in food- 
supply problems. The resulting book is the third in a series of some twenty 
volumes on food and agriculture during the Second World War projected by 
the Food Research Institute of Stanford University. Actually, the book covers 
a somewhat broader subject than the title implies. In addition to detailed studies 
of Japanese food production, food imports, changes in supply and consumption, 
and food controls and distribution during the war, the volume has excellent 
introductory chapters on the character of Japanese agriculture and on food 
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production, imports, and consumption before the war and a brief but authoritative 
concluding chapter on the postwar food situation from 1945 to 1949. 

Lockwood’s very substantial volume marks a new level in the study of Japanese 
economic history in the West. Earlier works, such as The Industrialization of 
Japan and Manchukuo 1930-1940 by Mrs. Joseph Schumpeter ef al, were either 
much more restricted in scope or else, as in the case of G. C. Allen’s excellent 
Short Economic History of Modern Japan, much less detailed and comprehensive 
in coverage. 

Lockwood devotes two introductory chapters to a historical narrative of 
Japan’s economic growth over the seventy-year period from the Meiji Restoration 
to the beginning of the China War, but the bulk of the volume is organized on 
an analytic rather than a historical basis. There are one or more very solid chapters 
on the scale of economic growth, the introduction of new technology, capital 
growth, foreign trade, structural changes in the direction of demand and the 
employment of resources, and finally on the relationship of the state to economic 
development. Under these general headings Lockwood has amassed impressive 
statistical information, much of it in most valuable tables (there are 43 major 
tables and many other lesser ones) and has given a careful analysis of his 
materials and some extremely perceptive conclusions. 

It would be impossible to summarize in this review all of Lockwood’s important 
conclusions, but a sampling of a few major emphases will give an indication of 
the significance of his work. He states that one of his original intentions was 
“to challenge a notion prevalent in books about Japan—the notion that her 
economic development since the Meiji Restoration had been confined mainly 
within the sphere of foreign trade and factory industry, that its benefits had been 
largely drained away in imperialistic wars and zaibatsu profits, and that other- 
wise it had little substance” (p. vii). 

Lockwood does not simply challenge this notion; he demolishes it under the 
crushing weight of voluminous evidence. In place of this interpretation, he 
emphasizes the natural continuity of economic development throughout the 
period under discussion and also indicates the importance of developments 
before 1868 for subsequent economic growth. He particularly stresses the “all- 
around” character of Japanese economic growth and its pervasiveness and complex- 
ities. For example, he cites the significance of the growth of food and raw-material 
production, which outdistanced the growth of population by a wide margin in 
the early decades of Japan’s modernization, and for a later period he finds that, 
contrary to popular assumptions, “Japanese industrial exports remained concen- 
trated largely in fields where the home market was also large—usually much 
larger—and where the most efficient technical unit of production remained 
comparatively small” (p. 372). At the same time he recognizes the importance of 
the zaibatsu, who, he finds, “performed an essential function in large-scale 
enterprise which could otherwise have been performed only by the State, and 
not necessarily with greater public benefit” (p. 232). He rejects the “early bird” 
thesis that Japan was benefited economically by the relative backwardness of 
other Asian lands, arguing that “a more balanced and successful development 
of the entire Far East” could not have worked to Japan’s economic disadvantage 
but “would probably have widened her total field of economic opportunity” 


(p. 399). 
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Lockwood’s most interesting and significant interpretations concern the relation- 
ship of the state to economic development. He finds that the chief contribution 
of the state was in providing unity and stability, a system of universal education, 
and specific institutions such as modern currency and banking systems, rather 
than in direct industrial activities. “The real drive and momentum” in the 
expanding Japanese economy “lay in large measure outside the realm of national 
political ambition and State activity. . . . Except in a few respects, some important 
and others quite marginal, it did not grow in response to the plans or dictates 
of the government” (p. 574). 

The drive for empire, which was commonly justified by economic arguments, 
Lockwood feels may have been a net loss to the Japanese economy. “Very likely 
the whole program of empire building by prewar Japanese governments con- 
tributed little to the secular growth of the country’s productive powers before 
1938. . . . One finds it difficult to see what economic gains accrued which were 
substantial enough to offset the costs, even if no great war had resulted in the 
end” (p. 538). “Significantly, the war which profited Japan the most was 
World War I, when she remained neutral in all but name” (p. 578). “Certainly 
Japan’s major trading stake Jay in multilateral world trade” (p. 537). Lockwood 
finds it particularly ironic that Japan contributed so greatly to the rise of economic 
nationalism, when her own economic interest argued so clearly against it. 

While Lockwood makes clear that Japan’s industrialization was not merely 
a by-product of her political transformation, he does not make the mistake of 
trying to interpret it as a purely mechanical, economic process. As he points out, 
“, . . no nation can simply import the Industrial Revolution from abroad, uncrate 
it like a piece of machinery, and set it in motion. . . . The real motive power 
of change must come from leadership and creative enterprise emerging from 
within” (p. 499). In the case of Japan, such entrepreneurship, Lockwood believes, 
‘was found not only among the top political and industrial leaders, who usually 
‘are given all the credit, but more significantly among the Japanese as a whole. 
“Big and dramatic innovations like railways and great banks and holding 
‘companies might provide the scaffolding. But the structure itself was built, brick 
upon brick, by myriads of individual experiments and commitments” (p. 584). 
In shifting the emphasis from political considerations in Japan’s economic modern- 
ization, Lockwood wisely turns our attention to sociological as well as strictly 
economic factors. 

It is perhaps unfair to Lockwood to cite a scattering of his conclusions in such 
truncated form. His statements are all carefully and correctly qualified and his 
judgments judiciously balanced. The value of his work for all students of modern 
Japan is self-evident, but it should also be of interest for two other groups as well. 
For the student of the history of industrialization in the West, Japan affords 
most interesting parallels, all the more significant for the contrasting geographic, 
demographic, and cultural milieu in which they occurred. For the student of 
economic developments in other Asian lands, the story of Japan’s industrialization 
should be even more significant, affording as it does pethaps the closest case 
study of the type of economic development that these countries hope to achieve. 
The Economic Development of Japan should prove to be an extremely important 
book for all three types of scholars. 

Epwin O. RetscHaver, Harvard University 
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Statistiche sul mezzogiorno d'Italia, 1861-1953. Compiled and published by 
SVIMEZ, Rome, 1954. Pp. xii, 1096. 


To the economic historian, who deals at every turn with quantities, the 
publication of each great compendium of statistical information is of major 
professional importance. Indeed, it is no exaggeration to state that for economic 
history of the modern period the richest and most indispensable sources for 
study are what to the layman must seem to be the dry-as-dust tables of quantita- 
tive data. 

In the long list of statistical compilations published by national states, interna- 
tional organizations, and private establishments, there appear from time to time 
volumes of monumental significance, like the Historical Statistics of the United 
States, A. F. Burns and Wesley C. Mitchell’s Measuring Business Cycles, and 
E. J. Hamilton’s American Treasure and the Price Revolution in Spain. To such 
works of outstanding merit the volume under review is a distinguished and wel- 
come addition. Henceforth no student of Italian economic history or, for that mat- 
ter, of any phase of Italian life will be able to work without it. 

As everyone knows, one of Italy’s major problems, economically, socially, and 
politically, is the relative backwardness of the south as compared with the north 
and center. Here, as in many countries where marked regional differences exist, 
an effort is being made to equalize the parts of the country primarily by means 
of developing economically the backward areas. This effort in Italy has brought 
into being specialized agencies, such as the Committee of Ministers for the South, 
the governmental Cassa di Mezzogiorno for actual development, and the private 
Associazione per lo Sviluppo dell’Industria nel Mezzogiorno, which is usually 
known as SVIMEZ. It is the last of these bodies that, under the direction of a 
well-known statistician, Alessandro Molinari, compiled and published the present 
work, 

As can readily be imagined, the focus of Statistiche sul mezzogiorno... 
1861-1953 is on regionalism. Contrary to what might be gathered from the title, 
however, the volume carries information on both the center and the north in 
order to permit easy comparisons, but few of its tables run from 1861 to 1953 for 
the very good reason that most of the basic data for the early period is non- 
existent. Many of the tables are unfortunately short, as, for example, that on 
national income, which begins in 1928, and those on industrial production, which 
usually do not reach back before 1938. On the other hand, the associazione plans 
to keep the tables up to date by means of statistical appendices in its bulletin, 
Informazioni Svimez. 

Because of the book’s emphasis on regional problems, some issues are not 
treated at all, while others are handled in what would seem at first glance to be 
excessive detail. Thus there is no information on the business cycle and few 
data that would permit a study of regional effects of variations in levels of 
economic activity. On the other hand, data on emigration, internal migration, 
population, family budgets, education, and transportation are very rich, and a 
great number of economic items are dealt with in order to show the structure of 
production and distribution, patterns of savings and investment, and efficiency 
of the labor force. The volume is designed to be of especial use to economic 
planners and to businessmen who contemplate engaging in enterprise in the 
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south. It will, however, be of utmost value to those who are interested in uneven 

patterns of development, in the diffusion of techniques, institutions, and some 

kinds of ideologies, and in the development of industrially backward areas. 
SHEPARD B. CuoucH, Columbia University 


Western Enterprise in Far Eastern Economic Development: China and Japan. 
By G. C. Allen and Audrey G. Donnithorne. (Published in co-operation with 
the International Secretariat, Institute of Pacific Relations.) New York: The 
Macmillan Company; London: George Allen and Unwin, Ltd., 1954. Pp. 292. 
$4.50. 


In this competent but limited book there is a notable difference between the 
sources drawn on to establish the record of Western enterprise in China and in 
Japan. The bibliography listed for China is longer than that for Japan. (Both 
Chinese and Japanese authors are cited almost without exception from publications 
in English, which means that they were contributing to international discussion 
rather than directly to debate and opinion in their own countries.) In frequency 
of citation, however, what stands out in the China section is the reliance on 
British consular and trade reports and publications of the Chinese Maritime 
Customs during the long period when the British provided the dominant personnel 
of the customs. In the Japan section, the frequency of British citations is lower 
and that of Japanese citations higher. The difference reflects the greater dominance 
of the British in China and also the fact that the social sciences were remodeled 
on Western lines earlier in Japan than in China, and on a larger scale. 

While the book opens up the topics that it discusses (of which one of the most 
interesting is early industrial activity as a “servicing” outgrowth of mercantile 
enterprise), it provides a pioneer reconnaissance rather than a definitive survey. 
It is more intriguing than satisfying to find an account of the vigor of German 
competitiveness in 1896 documented by reference to a British trade report from 
Hong Kong (pp. 44-45) and to find a reference to the way in which German 
industry in Germany organized and backed its representatives in China based 
on a speech to the London Chamber of Commerce and the China Association 
in 1915. Clearly, a more rounded account of “Western” enterprise could be built 
up after a search of German (and French, and Russian, and other) records. 

The authors refer frequently to strong central government, with power uni- 
formly over the country, as a prerequisite to industrialization. This emphasis 
underlies the current British view that China under its new government will be 
strong, therefore stable, therefore a country that can be dealt with, even though 
the bargaining be hard. As a reconnaissance, the chief service of this book is that 
it will suggest to economic historians a great many tempting openings for 
further research—especially through wider use of sources originally compiled in 
Chinese and Japanese for administrative or academic purposes in those countries 
themselves rather than for presentation to an international public. 

Owen Lattimore, The Johns Hopkins University 
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Die handelspolitischen Beziehungen Hamburgs und Griechenlands von 1832 bis 
1867. By Bernard Vonderlage. Hamburg: Cram, De Gruyter and Company, 
1954. Pp. 207. 

Greece: A Political and Economic Survey, 1939-1953. By Bickham Sweet-Escott. 
London and New York: Royal Institute of International Affairs, 1954. Pp. 
Vii, 207. $4.00. 


On the basis of extensive research in the state or municipal archives and libraries 
of Hamburg, Liibeck, Bremen, Copenhagen, Athens, and Salonika, but at varying 
length and with unequal success, Bernard Vonderlage touches upon such in- 
timately related subjects as shipbuilding and the growth of the Greek merchant 
marine; the activity of Austrian Lloyd and the Liverpool Mediterranean Steamship 
Company in the Ionian Islands; the entrepreneurial histories of Greek and German 
merchants and consuls in the Greek Kingdom, the Ionian Islands, Salonika, 
Kavalla, and the Hanse towns; abortive Austrian, Bavarian, Hanseatic, and Greek 
projects between 1838 and 1847 to promote the establishment of German colonies 
in Greece; the coup d’état of 1843 that brought about the dismissal of the Bavarian 
entourage of King Otto from the public service; the depressing effect of the inter- 
national commercial crisis of 1857 on Greek foreign trade; and the rapid economic 
growth of the town and port of Hermoupolis on the island of Syra between 1821 
and 1870. A disproportionate amount of the work, however, is devoted to the 
protracted and largely fruitless negotiations begun in 1838 for a new commercial 
accord between Greece and Hamburg. The history that initially promises to be 
a keen inquiry into Greek economic and perhaps social structure is metamorphosed 
into l’histoire événementielle of more ancient and common practice. 

Apparently unfamiliar with Greek and Mediterranean history before 1821, Mr. 
Vonderlage postulates that “Greece” had no regular commercial relations with 
the West in the eighteenth century. A brief perusal of Paul Masson’s Histoire du 
commerce francais dans le Levant au XVIIle siecle (Paris, 1911), Michael 
B. Sakellariou’s E Peloponnesos kata ten deuteran tourkokratian (1715-1821) 
(Athens, 1939), and the works of Nicolas G. Svoronos should quickly banish any 
such convenient fancy. He also errs in ascribing the want of Hanseatic commerce 
with Greece and the Mediterranean until the 1830’s wholly to the threat of the 
Barbary pirates, without attempting to explain and even without mentioning the 
prosperity in the eighteenth century of Austro-German, English, and French 
commerce in the Balkans and Levant and the ever-expanding energies of Greek 
merchants. 

Mr. Sweet-Escott’s survey covers such subjects as the political and social basis 
of the multiple movements of national liberation in Axis-occupied Greece, the 
post-liberation guerrilla war and the problem of refugees, British abandonment 
and American espousal in March 1947 (Truman Doctrine) of military and 
economic commitments in Greece, the impact of the Yugoslav defection upon 
Cominform policies in Greece, political parties and bureaucracy, Cypriot Enosis, 
and the thorny question of Macedonian minorities. 

In the sphere of economics, Mr. Sweet-Escott tellingly describes the rise between 
1939 and 1951 in the percentage of the total gainfully employed population 
engaged in commerce, public administration, and the armed forces, accompanied 
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by a decline in that of agriculture and manufacturing. The portion of the total 
gainfully employed population engaged in agriculture declines from 60 to 55.6 
per cent and that in manufacturing and construction from 18 to 15.6 per cent. 
The author further points out that the effective unemployment in Greece may 
now conceivably comprise one million out of a total employable population of 
four million and is justly critical of the prevalence of conditions of monopoly and 
oligopoly and the concentration of industry in the Athens-Piraeus area to the 
undeniable detriment of other regions. Finally, while civil expenditures grew by 
30 per cent between 1938-1939 and 1951-1952, defense expenditures of the 
government increased by 60 per cent and now account for 42 per cent of the 
national budget. Added to the surplus population on the land, a redundant 
officialdom continues to present an unassailable barrier to rational Greek economic 
growth. 

One of the most notable achievements of Greek economic development has 
been the tripling of wheat production between the 1920’s and 1952. In the same 
period, however, there was no growth in the production of tobacco and a decline 
in that of olives and olive oil, dried fruits, and wine (with a certain compensating 
increase in the production of fresh fruits and potatoes), a decline in the total head 
of stock and in meat and dairy products, and in the general index of mineral 
production. Between the 1920’s and 1952, moreover, exports fell from one half 
to one third of the import value of the total international commerce of Greece. 
Exports to Germany, however, mainly of tobacco, are now again near the level 
attained during the German economic expansion of the late 1930’s. 

Succinctly written and highly informative, the book is nevertheless politically 
colored by the conservatism and partisanship of its author, who at one point 
projects the suspect hypothesis of an “almost psychological antipathy . . . between 
Greek and Slav” (p. 5) and lays aside the still largely valid study of Leften S. 
Stavrianos, Greece: American Dilemma and Opportunity (Chicago, 1952), as 
“the point of view of the American left wing or the period 1936-51” (p. 196). 

Traian StotanovicH, New York University 


The United States and Argentina. By Arthur P. Whitaker. (Publication of the 
American Foreign Policy Library.) Cambridge: Harvard University Press, 1954. 
Pp. xv, 272. $4.75. 


Arthur Whitaker’s second contribution to a growing series, which now includes 
fourteen titles, is dedicated to that Latin-American state which has persistently 
drawn the greatest amount of attention in the United States during the past decade 
and a half. 

A delicately balanced offering of narration and interpretation, this surprisingly 
small volume will interest and instruct both the general reader and the serious 
student of the Latin-American scene. One half of the volume treats the pre- 
Perén years, with the remainder concerned with the interval 1943-1953. Only 
two of the ten chapters are in the nature of diplomatic history. 

Like other volumes in the series to which it is an excellent addition, this latest 
work by Mr. Whitaker presents international relations against the backdrop of care- 
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fully drawn perspective compounded of awareness of the total culture of the foreign 
area concerned. Nineteenth- and twentieth-century relations between the countries 
are projected against brisk, readable, and succinct presentations of the geographic, 
social, economic, political, and cultural forces evident in Argentine life. It is this 
historical depth that renders more understandable the Perén period, for the case 
is oft-stated, and amply supported, that Perdén’s foreign policies, opportunistic 
though they are, clearly and persistently adhere to the traditional elements of 
Argentine foreign policy. However, the very strength in such balanced presenta- 
tion invites criticism from specialized viewpoints, for example, the economic 
historian may feel the economic substance, chiefly in Chapters 2 and 8, too tersely 
put and in need of more statistical support. 

By way of moderating views generally held in the United States it should be 
noted that Mr. Whitaker accords Eva Perén no serious, sustained attention, paints 
a picture of Juan Perén that commands thoughtful attention, puts to rest the 
cliché that the economies of Argentina and the United States are so competitive 
they can know no real basis for trade, and indicates that existing alternatives to 
Perén might well increase United States-Argentine tensions. 

When the passing of time makes available materials that never are at hand 
when the major portion of a study lies within a decade of the moment of composi- 
tion, one suspects the eventual deluge of data will endorse rather than repudiate 
the interpretive portions of this provocative study. The limited documentation 
accompanying the text is reinforced by an annotated reading list and the author’s 
firsthand knowledge of Argentina. 

C. Harvey Garpiner, Washington University 


South African Food and Agriculture in World War II. By J. M. Tinley. (Food 
Research Institute Series on Food, Agriculture and World War II.) Stanford: 
Stanford University Press, 1954. Pp. xii, 138. $5.00. 


The entry of the Union of South Africa into World War II seriously affected 
the nation’s food supplies. The disruption of world trade jeopardized its agricul- 
tural economy based on exports of wool, hides, fruits, sugar, and maize, while 
necessary imports of wheat, rice, tea, and coffee as well as agricultural implements 
and fertilizers were substantially reduced. In its approach to the problems so 
created, the South African government sought to maintain agriculture in its 
established patterns and intensified its traditionally paternalistic programs to this 
end. The methods employed included controls over and subsidies for commodities 
entering international trade, a variety of decentralized price controls, rationing 
and subsidization of fertilizers, and informal rationing of foodstuffs at wholesale 
and retail levels. Such measures seem to have proved adequate to attain the 
government’s objectives during the war. In fact, the nation’s urban markets for 
agricultural products expanded and per capita consumption of such foods as grains 
and meat increased. 

Severe droughts in the crop years 1944-46 reduced food supplies, however, to 
such a degree as to threaten a crisis, with the result that wartime controls were 
continued after hostilities had ceased. Because of the problems posed by the 
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differing income levels and consumption habits among the four groups comprising 
the South African population, the government had resisted consumer rationing. 
Drought-reduced crops forced preparations to put such a program into effect after 
the end of the war. Large crops in 1946-1947 relieved the government of this 
embarrassment. 

The compression of this story into 118 pages yields a skeletonized text that 
leaves much to be desired. We are given the general dimensions of the problems 
of shortages, surpluses, and imported supplies, are told which governmental 
agency was assigned responsibility and the general policies pursued, and are given 
a broad evaluation of the results. As such this is a useful account. There is, how- 
ever, only limited analysis of the economic aspects of the problems dealt with, 
while virtually no attention is given to the political, social, or international forces 
involved or of mobilization considerations. An appraisal of the effectiveness of 
the government's policies and programs requires information not to be found here. 

Crarence H. Danuor, Tulane University 


Trade and Diplomacy on the China Coast: The Opening of the Treaty Ports, 
1842-1854. By John King Fairbank. Cambridge: Harvard University Press, 


1953. Pp. xiii, 489. $7.50. 


Here is a profound and stimulating answer to Toynbee’s recent plea for further 
study of the mutual impact of East and West. John Fairbank is also acutely 
aware of the limited amount of solid work that has been done by either Chinese 
or Western scholars on the history of modern China—on the developments in 
that century from 1842 to 1942 when China was making her first adjustments to 
the industrialized West. He believes that only against this background can con- 
temporary China be understood. He now offers a penetrating analysis of the first 
decade of the unequal treaties that the West forced upon a weak and decadent 
China in 1842 and promises other volumes that will deal further with China’s 
response to the West. He not only opens up material in both Chinese and Western 
sources that give new meanings to the period but also continuously points out 
areas where more research is required before valid conclusions may be drawn on 
basic issues. His firsthand knowledge of China and his compelling literary style 
add much to his interpretation of the records. 

The primary sources include the vast unpublished correspondence, now in the 
Public Record Office in London, of the British Foreign Office officials to and 
from China, the recently published correspondence between the Chinese authorities 
in the provinces and Peking, and supplementary material from the United States, 
French, and Chinese archives. The omission of the British Admiralty papers, also 
available in the Public Record Office, is not as serious as it might seem in a study 
of the period of gunboat diplomacy, since they largely reiterate the policies laid 
down in London, and report problems from the China Naval Station that are 
similar to those given in the Foreign Office material. A small second volume in 
photo offset contains reference notes, an appendix of useful reference data, valuable 
bibliographical comments, and a glossary to assist others in translating Chinese 
sources. The book sets a high goal for the scholarship of Western works on China. 
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No review can begin to convey the provocative contents of this study. A reap- 
praisal of familiar subjects, such as the Anglo-Chinese negotiations of the Treaty 
of Nanking; a revised judgment on the policies of men and nations, such as the 
United States policy in China during the first decade of its treaty; and a greater 
understanding of the gross ignorance of each other’s prejudices and ways of life 
in which the Chinese and the West floundered are all made possible by the 
integration of evidence from the Chinese and the Western sources. The book is 
especially valuable for its detailed concern with the causes of the breakdown of 
the early treaty system, so little considered by other historians, and for its effort 
to explain modern Chinese political behavior in terms of the Chinese past. 

Mr. Fairbank looks backward and forward in Chinese history—sometimes to 
the confusion of his reader—in his search for the significance of China’s initial 
response to the treaty system. He finds the key to the political collapse of China 
in the nineteenth century in “the peculiarities of the Chinese state which made it 
uniquely inadaptable to the Western scheme of things” (p. 6): he thinks the 
Western impact on China has been a “stimulus rather than a shattering blow” 
(p. 5) that has led to a change in Chinese institutions through the adjustment of 
their own ways and that the Chinese in turn so modified the Western forms of 
law, finance, individualism, and industry that a hybrid society was formed in 
the treaty ports which was neither East nor West. But in the transition period, 
on which he concentrates, between the negotiation of the treaties and the estab- 
lishment of the Foreign Inspectorate of Customs at Shanghai, he suggests that 
China’s response to the West was merely a repetition of her traditional methods 
of dealing with foreigners. 

These policies of the ancient supranational Confucian Empire combined rigidity 
in attitudes with flexibility in practice. All foreigners were “barbarians” to the 
Chinese people—essentially men of an inferior race who paid tribute to the 
Celestial Empire in return for trading privileges. As early as the thirteenth century 
the Chinese had levied duties on foreign imports before trading began, recognizing 
this as an application of the tribute system (p. 46). They had also restricted 
foreign trade to specific ports and had confined the traders to given areas therein. 
All foreigners were treated alike. The emperor viewed “all men from afar with 
equal compassion” (p. 156). But dislike of foreigners was endemic. Nevertheless, 
in periods of the dominance of foreign invaders the Chinese had always found it 
possible to incorporate the barbarians into their internal administration, thus 
developing a dyarchy that ensured the continuing existence of their empire. 

Bound by such traditions the Chinese official-scholar class saw in the Western 
treaty system with its stipulated tariffs an acceptable successor to the not too 
different tribute system as a means of appeasing the new barbarians; similarly, 
the principle of the most-favored-nation treatment, actually suggested by the 
Chinese (p. 196), was merely a restatement of their ancient policy of treating 
all foreigners alike, for the purpose of using them against each other; and the 
institution of the Foreign Inspectorate of Customs at Shanghai, with its European 
and American administrators, to serve the Chinese government on a mutually 
agreed basis, could also be welcomed, so long as it strengthened the dynasty, in 
the light of formerly successful Sino-barbarian partnerships. These well-tried 
devices for Sinicizing the barbarians of inner Asia in the past, however, brought 
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unexpected results when directed by the West and interpreted in terms of Anglo- 
Saxon law. They led the Chinese people “blindly and unprepared” into a new era 
when their collaborators called the tune. It is obvious that in viewing the early 
Chinese response to the unequal treaties in the context of China’s institutional 
history, Mr. Fairbank has added much to the findings of the historians of Western 
imperialism in the Orient and has thrown the most recent Chinese-barbarian 
relationships into a fresh perspective. 

Grace Fox, Washington, D.C. 


POPULATION AND LABOR 


British Post-War Migration. By Julius Isaac. (“Occasional Papers,” No. 17, 
National Institute of Economic and Social Research.) Cambridge: Cambridge 
University Press, 1954. Pp. xix, 310. 30s. 


Among the world’s nations, Great Britain is in a unique position as concerns 
external migration. The Dominions, historically and culturally linked to the 
United Kingdom and having low population densities, are anxious to receive 
British immigrants. Britain, on the other hand, is heavily populated and, although 
perhaps approaching stability or decrease in numbers, is desirous of maintaining 
close ties within the Commonwealth. The flow of migration from the United 
Kingdom to the Dominions is, therefore, viewed in quite a different light from 
that which attends losses through emigration in other countries. This situation 
accounts, in large measure, for both the policies and the patterns of British 
migration. 

These patterns are difficult to assess precisely, however, for British official 
statistics, particularly those bearing upon immigration, leave many gaps. Available 
data are confined almost entirely to movements over the “long sea routes” and 
consequently exclude movements between the United Kingdom and the European 
continent, not to mention arrivals and departures by air. These last are becoming 
an increasingly important mode of international migration. 

Julius Isaac, in British Post-War Migration, has undertaken “to trace every 
possible source of migration from and to the United Kingdom during the post- 
war years and to appraise its magnitude and its socio-economic significance” 
(p. 203). In so doing, he has sampled the Board of Trade Passenger Returns (the 
source of data on travelers by the long sea routes) for information on the character- 
istics of emigrants and immigrants and has supplemented this data by recourse to 
other sources (notably, the National Register, the Polish Resettlement Corps, the 
European volunteer worker schemes, the International Refugee Organization, 
and the official statistics of other countries) for information on movements not 
covered by the Board of Trade Returns. Throughout, he has been forced to 
wrestle with problems of definition, comparability, overlapping, incompleteness 
of coverage, and the like. The results are naturally subject to considerable margins 
of error, but Mr. Isaac, who had already well earned a name in this field, is to 
be yet further commended for the resourcefulness, care, and thoroughness with 
which he has pursued his search and developed his estimates. 
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_ In broad outline, his findings are: (1) that British external migration during. 
the period 1946-1950 involved some two and a quarter million persons and struck 
a net outward balance of about 140,000, (2) that the volume of migration has 
tended to decrease in recent years, (3) that no serious gaps were created in the 
home population for the age distribution of emigrants, which, while not represent- 
ing a cross section of the British population, was less concentrated in the young 
adult ages and less selective by sex than might have been expected, (4) that the 
British labor force experienced some loss of skilled, technical, and professional 
workers and some gain in unskilled and semiskilled workers, and (5) that migra- 
tion to and from the Continent was largely “quasi migration” whereas the move- 
ment to the Dominions was predominantly for permanent settlement. 

In a number of ways, migration during this period reflected special conditions 
that can hardly persist in the future. Examples are the outward movement of 
British war brides married to citizens of other countries and the admission for 
permanent residence of German prisoners of war and former members of the 
Polish armed forces. Taking cognizance of the forces that are likely to continue 
in operation, Mr. Isaac reaches the tentative conclusion that future immigration 
to the United Kingdom will be negligible except as requirements in specific 
segments of the home labor force may need to be met from time to time by 
recruitment from abroad and that emigration will continue to decline or will 
remain at levels too low to fill the demand for immigrants to the Dominions or to 
have any significant effect upon the demographic constitution of the United 
Kingdom. Meanwhile, the government, suspended between the prospect of 
population decline implicit in modern birth rates and the desire to enhance 
Commonwealth solidarity, takes a somewhat neutral, not to say ambivalent 
attitude toward emigration. Consequently, Australia, Canada, and New Zealand 
may find themselves turning more and more to other sources of immigration, 
with the result that the predominantly British character of their populations may 
show some diminution in the course of time. 

Mr. Isaac ends by restating the case for the improvement of British migration 
statistics and by describing the steps that need to be taken in order to secure more 
adequate information on the number and characteristics of emigrants and 
immigrants. 

The work is introduced with a Foreword by David V. Glass. There is an index 
and, for those who wish to make a deeper examination of the technical problems 
involved in the study, there is a generous appendix. 

Hore T. Exprivce, New York 
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Economie et population, Les doctrines frangaises avant 1800. De Budé a Condorcet. 
By Joseph J. Spengler. En appendice, un étude d’Alfred Sauvy sur Quelques 
Démographes ignorés du XVIII° Siécle. (“Publication of the Institut National 
d’Etudes Démographiques.”) Paris: Presses Universitaires de France, 1954. Pp. 
389. Cloth bound, 1200 Fr. Paper bound, goo Fr. 


This is a very good translation by Georges Lecarpentier and Anita Fage of 
Joseph J. Spengler’s French Predecessors of Malthus reviewed earlier in this 
periodical (II (1942), 218-19) by John G. Gazley. The French title is a more 
accurate statement of the contents than the English title is. It is high tribute to 
Mr. Spengler that this book has been chosen to be translated almost without 
change and included in this fine demographic series. The writers discussed by 
Sauvy in the Annexe are Turmeau de la Morandiére, Jean Novi de Caveirac (or 
Caveyrac), Le Chevalier de Cerfol, and Isaac Pinto or De Pinto. 

J. C. Russert, University of New Mexico 


The French Labor Movement. By Val R. Lorwin. (“Wertheim Publications in 
Industrial Relations.” Cambridge: Harvard University Press, 1954. Pp. xix, 
346. $6.00. 


Here is a distinguished addition to older writings by American scholars on the 
French labor movement. Before the First World War, Lewis L. Lorwin published 
his pioneering work on French syndicalism; about 1930 David J. Saposs and 
Marjorie Ruth Clark each published informative studies; since the Second World 
War, Henry Ehrmann, Adolf Sturmthal, and others have contributed much to 
our understanding of French labor development. These works in English have 
gone far to complement the standard French accounts and often have surpassed 
the French in usefulness because of their more intensive interest in statistical 
information, their concern with important areas of industrial relations that the 
French have been wont to neglect, and their greater emotional detachment. The 
present book by Val R. Lorwin is an excellent case in point. 

In this admirable study Mr. Lorwin presents us first with a historical sketch of 
the French labor movement from 1789 to the present and then with an analysis 
of the structure and functioning of the French unions today. Taking 1789 as 
its starting point, the historical survey brings out vividly the indispensable factors 
and historical memories that have conditioned the current labor movement. 
Perhaps nowhere to the same extent as in France, we are reminded, is labor so 
haunted by revolutionary reminiscences and the recollections of “great years.” 
The historical sketch of the latest period, from 1944 (the most recent of the 
“great years”) to the present, breaks entirely new ground and provides us with 
the first substantial treatment of labor developments in France in this stormy era. 
Here is dramatically recounted the shift from the high hopes of 1944 to the 
apathy and disillusionment of the present. The schism of 1947 and the Communist 
seizure of the historic C.G.T. is described with detail and perspective. 

The picture of industrial relations that emerges from the past and from the 
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contemporary scene is far from encouraging. The simple conclusion is borne home 
that the working classes have achieved their most substantial gains, not through 
collective bargaining, but through political upsurge and legislation. Neither the 
collective bargaining law of 1936 nor of 1950 has done much to encourage a spirit 
of negotiation or mutual concession. The hostility of employers to trade-unionism 
is matched in few other democratic countries at this late date. On the other hand, 
the unions themselves exist more for reasons of political protest and political 
pressure than for economic bargaining. As a result of such labor and employer 
attitudes, legal enactment and government intervention have necessarily had to 
pre-empt much of the field left elsewhere to labor and to industry, and there are 
few encouraging signs of change on the horizon. 

The chapters on the structure and functioning of the unions today provide a 
rich repository of information and insight. Mr. Lorwin has not only examined 
the organizational structure, strength, and ideology of the leading confederations 
at the national level, including their relations to the working-class political parties, 
but he has industriously and perseveringly reached down to the taproots, probing 
into the attitudes and nature of the iower echelon leadership as well as of the rank 
and file membership, and remembering too the majority of workers outside the 
organized ranks. The persistent and perennial problems of the French unions, 
including such egregious ones as their financial weakness and their exposure to 
the vicissitudes of politics, are all systematically and fruitfully explored. 

The questions he asks in his judicious closing observations and elsewhere are 
vital and transcend the destiny of French labor. Can the French nation as a whole 
overcome its relative technological backwardness without sacrificing its cherished 
values? Can the French workers recover the best traditions of their unionism 
and achieve a true freedom of action untrammeled by Soviet foreign policy? Will 
French employers learn that the age of divine right monarchy in the atelier has 
passed? In posing the questions that he does, in illuminating and bringing up-to- 
date the historical development of the French labor movement, and in skillfully 
analyzing all significant facets of contemporary union behavior, Mr. Lorwin has 
presented us with an invaluable work of scholarship and perception. 

Jorn Cotton, Duke University 


COMMERCE 


De Engelse Natie te Antwerpen in de 16° Eeuw (1496-1582). By Oskar de Smedt. 
Antwerp: De Sikkel, 1954. Vol. II, pp. vi, 743. 


With the publication of this second handsome volume—the first appeared in 
1950 and was reviewed in this JournaL (XII, 308-9) the author brings to a close 
his comprehensive and valuable study of the English Nation at Antwerp in the 
sixteenth century. The work offers facets of unusual interest. Mr. de Smedt is 
a businessman of experience and eminence writing about a world of business of 
four centuries ago very different from the business world of today but still 
recognizable as its begetter. Presumably the writing of history has been an avoca- 
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tion, but there is nothing in the work suggestive of the amateur. It is competent, 
sound, and heedful of the sacred cows of historical scholarship yet not to the 
point of subservience. The author, like many other Belgian and Dutch scholars, 
enjoys an easy at-homeness in European languages and cultures. His researches 
have been carried on not only in Belgian archives—municipal, provincial, and 
national—but also in repositories in the Netherlands and England. His formidable 
list of printed sources includes collections in Latin, Italian, French, German, and 
Danish. The list of authorities consulted is as cosmopolitan in content. A few omis- 
sions noted by the reviewer are too inconsiderable for mention. Mr. de Smedt 
might have derived additional information about the Merchants Adventurers’ 
trade to Antwerp from the London Port Books, but they require of the researcher 
a long life expectancy. The book, written in the language of Mr. de Smedt’s coun- 
try, is primarily addressed to Netherlanders, Belgian and Dutch, but its scope and 
the mass and variety of the information on which it rests will make it indispensable 
to economic historians studying the century in which medieval business methods 
and techniques, commercial, industrial, and financial, were giving ground to the 
inexorable pressures transforming Europe. Most English works on the Merchants 
Adventurers have treated the history of the fellowship as part of the history of the 
leading English industry, the manufacture and sale of cloth and stuffs, and 
Antwerp as the port of entry of these wares to Continental markets, according 
comparatively slight attention to the complicated business transactions and 
business methods current in this greatest market of sixteenth-century Europe. Mr. 
de Smedt, on the other hand, is primarily interested in the Antwerp end of 
England’s trade with the Continent: in the finding and hiring of ships, their 
tonnage, the organization of the fellowship’s fleets, freight rates, lighterage, tar- 
iffs, the overland communications with Calais, the packing, insuring, warehousing, 
display, and selling of English wares, the struggles with the red tape of officialdom, 
and with rival merchant groups or local guilds, the infinite complexity of cur- 
rency problems. There were also the interventions of the powerful London branch 
of the fellowship and of Hapsburg and Tudor politics, and, finally, the culminat- 
ing violence of religious passion. This second volume contains more fresh and 
interesting material drawn from archival resources in Antwerp and Brussels than 
did the first. This is especially true of the sections devoted to “Commerce and 
Communications,” “Money and Credit,” and “The English Nation and Religious 
Life.” The writer lays particular stress on the supreme importance of the inter- 
course with liberal Antwerp to the rise and development of English Protestant- 
ism. To this the merchants of the English Nation made incalculable contribution, 
often in disagreement with the official stand taken by the fellowship’s court. A 
letter from Bishop Grindal to Jan Utenhove written in 1563 bore witness to this 
aspect of the Nation’s activity at Antwerp: “Nosti enim quam bene de Ecclesia 
merita est illa mercatorum Societas ... .” (II, 687). 

VioteT Barsour, Vassar College 
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Histoire du commerce de Marseille. Vol. 1V: De 1599 2 1660. By Louis Bergasse. 
De 1660 @ 1789. By Gaston Rambert. Paris: Librairie Plon, 1954. Pp. viii, 683. 


With the financial aid of the Chamber of Commerce and the labor of the city’s 
own historians, Marseille’s commerce is to have the distinction of historical treat- 
ment in eight volumes. Eight volumes are hardly excessive for a record of com- 
merce over a period of twenty-five centuries at France’s first-ranking maritime port. 
Originally scheduled for completion in four volumes, the planners have now 
doubled the size, and a ninth volume is projected to accommodate a comprehen- 
sive index. Like each of its predecessors, this fourth volume comprises parts of 
unequal length, the work of two scholars. Louis Bergasse, honorary secretary of 
the Chamber of Commerce, deals in about 200 pages with the period 1599-1660; 
in the remaining 480 the general editor of the work, Gaston Rambert, treats the 
period 1660-1789. 

Bergasse is concerned with the commercial decline that began in 1604 and 
continued for half a century after the death of Henry IV. The decline he ex- 
plains as a product, primarily, of French wars with the Barbary states and Spain, 
of piracy, the plague, the corruption of Levant consuls, and the increasing inten- 
sity of competition from both other ports and Eastern merchants like the Ar- 
menians, who came to the western Mediterranean to market their own and their 
neighbors’ wares. Little attention, or emphasis, is given by Bergasse to the com- 
petition of foreign shipping, which was related to the decline of Marseille’s trade. 
He concludes that commercial stagnation toward the end of Mazarin’s ministry 
was the “inevitable consequence” of piracy, war with Spain, and the English Revo- 
lution. Much of Bergasse’s work is descriptive, as exemplified by the 40-odd 
pages given to an encyclopedic enumeration of the commodities involved in each 
branch of the city’s trade. As historian of his merchant forebears, the Cousinéry, 
Bergasse could well have been more concerned with the structure and conduct of 
maritime business enterprise in the period. He could have extended the range of 
his analysis, and his municipal history might have had wider focus, had it been 
possible to tap the manuscript and printed materials available at the national 
depots in Paris. In fairness it should be said that such work was not possible 
because of illness; but the treatment suffers nonetheless. Bergasse has drawn 
heavily on the several works of Paul Masson; those works, though more than 
half a century old, have not yet been superseded for this period. 

In the second, and much the longer part of this volume, Gaston Rambert 
writes with the understanding and penetration expected of Nicolas Arnoul’s 
biographer and with the authority of one who knows Marseille and her com- 
merce intimately. But this is more than municipal economic history. Rambert 
analyzes the general conditions affecting the various branches of trade and is 
especially concerned with the influence of the administrative monarchy on the 
conduct of the city’s commerce. The approach he has taken here will give unity 
to the forthcoming Volumes V and VI, which will deal with the same period but 
treat separately the Mediterranean trade and that with the New World, northern 
Europe, and the Far East. Rambert is at his best in detaisng the intricate interplay 
between royal and municipal interests, between centralism and individualism, in 
the conduct of trade. He contrasts the comparative liberty that Marseille enjoyed 
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under Colbert with the authoritarianism of the eighteenth century, when the 
Levant trade became “a sort of public service” (p. 246) under Orry and Maurepas 
and was subject to the dictates of centralists like Choiseul and Praslin. Rambert 
shows in detail, and in terms of personalities, how the Marseillats actively opposed 
and often thwarted the coercive efforts of royal bureaucracy. As at other ports, 
provincialism and merchant individualism, reinforced by secretive habits of busi- 
ness conduct, made mockery of balance du commerce reports to the ministers. 
That same individualism led bill brokers and merchants into credit abuses that 
occasioned periodic financial crises. Yet the city prospered mightily in this period. 
Related to prosperity was the increasing diversity of trade. Rambert stresses the 
new importance attaching, in the eighteenth century, to Marseille’s commerce with 
the New World, the north, the Far East, and the temporarily accessible Russian 
Black Sea ports. Even the combined disasters of bursting bubbles and visitations 
of the plague in 1720-1723 did not long deter the city’s economic growth. From 
the 1720’s to 1790 population nearly tripled, with large numbers of immigrant 
merchants contributing to the “wave of prosperity” on which Marseille ended the 
old regime. Rambert has dug deeply in the archives and has sifted a vast amount 
of material at both Paris and Marseille; the documentation he offers is abundant 
and impeccable. Though dealing with the best-known period of Marseille’s com- 
mercial history, he offers many new insights, particularly into the relations of 
business and royal government. Historians of early modern business methods, 
business fluctuations, entrepreneurship, and money and prices and those interested 
in maritime commerce can find grist for their mills in this closely written text 
and its copious notes. 

Paut Wapen Bamrorp, Ohio State University 


American Economic Policy Toward the Philippines. By Shirley Jenkins. Stanford: 
Stanford University Press, 1954. Pp. viii, 181. $4.00. 


American policy toward the Philippines has never made much sense, mainly 
because there has never been a single coherent policy. Instead, there have been 
several policies concurrent but inconsistent with one another. During the period 
of United States sovereignty over the islands, it was American policy to bring 
education and democratic ideals to the largely illiterate population, to set up 
political institutions through which the people could gain experience in self- 
government, and in general to prepare the archipelago for political independence. 
But at the same time it was American policy to leave undisturbed the quasi-feudal 
system of land tenure and social organization, to share political power only with 
members of the dominant cacique class, and to create, through reciprocal free 
trade and by other means, a Philippine economy completely dependent on that 
of the United States. 

Mrs. Jenkins, whose admirable study deals with American economic policy 
toward the postwar Philippines, shows that similar and indeed related inconsist- 
encies attended the granting of independence in 1946. There was no disposition on 
the part of Congress to renege on the promise of independence made a decade 
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earlier, but there was no disposition either to let American business interests 
suffer in any way from the transfer of sovereignty. Hence, spokesmen of those 
interests succeeded in getting through Congress, over the protests of leading 
members of the Truman administration, a quasi-colonial measure known as the 
Philippine Trade Act of 1946. The announced purpose of the act, revival of the 
war-ravaged economy as a necessary prelude to self-sufficiency, was to be achieved 
by restoring, at least temporarily, all the old duty-free trade ties with the United 
States and by granting special privileges and protections to American investors in 
the islands. Mrs. Jenkins is at her best in the chapters in which she analyzes the 
provisions of this act, dissects the arguments of those who supported and opposed 
it, explains the method by which Congress bulldozed the Philippines into ac- 
cepting it (approval of its terms was made a condition of receiving over $100 
million in war-damage compensation payments!), and describes the stormy course 
of its reception and ultimate ratification in the Philippines. 

Somewhat less satisfying are the final chapters, which attempt to give a running 
account of economic conditions in the young republic through 1952. On the whole 
they merely list things rather than explain them. They record the painfully slow 
return to prewar production levels of all commodities except copra, the failure of 
American capital to invest in the Philippines despite the inducements of the 
Trade Act, the government’s sluggishness in the face of urgently needed economic 
reform and development, and many other problems and difficulties. It is hard to 
find meaningful comments by the author on the causes of these economic troubles 
or on their relation to American policy; in the main, she contents herself with 
quotations from the reports of economic survey groups like the Bell mission of 
1950. It is also curious that she gives so little space to the Huk revolt—surely a 
major factor in the economic malaise of this period. Fortunately an excellent 
introduction by Claude A. Buss remedies this defect. 

Henry WE ts, University of Puerto Rico 


HISTORY OF ECONOMIC THOUGHT 


History of Economic Analysis, by Joseph A. Schumpeter. Edited from manuscript 
by Elizabeth Boody Schumpeter. New York: Oxford University Press, 1954. Pp. 
XXV, 1260. $17.50. 


This is a grand and grandiose book: grand because it was written by a scholar 
of great erudition, wide interest, brilliant insight, and perceptive if erratic judg- 
ment; grandiose because the design is of such vast proportion that even a long 
lifetime’s effort was bound to leave wide gaps and hasty patches. 

The design is a history of economic analysis from Greco-Roman to post-Keyne- 
sian times. Though modern (since 1914) developments are sketched lightly and 
comprise only about 50 of the volume’s 1200 pages, the task is still enormous. 
Schumpeter viewed economic analysis broadly—not limited to systems of verbal 
or mathematical concepts or diagrammatic presentations of market schemata but 
including among its techniques, in addition to “theory” (Schumpeter’s quotes), 
economic history, statistics, economic sociology, political economy, and such applied 
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fields as money, credit, and cycles (two long chapters covering the periods 1790- 
1870 and 1870-1914 are allotted to the latter). Furthermore, the development of 
economic analysis, so broadly conceived, is viewed as a reflection partly of the 
major economic changes during the period, partly of the spiritual milieu of the 
time, partly of the constraining patterns of past thinking and writing. Little 
wonder that the task was left unfinished. In fact, the book is the result of the 
arduous efforts of Mrs. Schumpeter, prior to her own death, to organize into a 
coherent whole the voluminous notes, half-finished chapters, rough outlines, and 
scattered raw materials left by her husband. The results are uneven: some parts 
read like a finished product; others like an extemporaneous speech, brilliant in 
part but hazy too; still others are merely notes for further inquiry. Much of it is 
a crystallized product—especially those themes treated in Schumpeter’s earlier 
books (see the Dogmengeschichte, the translation of which was reviewed in this 
Journat, Vol. XV, No. 1, pp. 44-45, the discussion of Marx in the early chapters 
of Socialism, Capitalism, and Democracy, and the several long review articles). 
Yet in numerous instances it is difficult, even for the technically trained reader, 
to be sure whether the brief summary of a school of thought or of a past author’s 
work is a reasoned judgment or merely a quick and still untested hunch. 

In view of the wide scope of the book and the indeterminate degree of “fin- 
ishedness” of the materials presented, it is difficult for any one person to venture 
an expert review. One can state only broad judgments and impressions, and these 
submitted below are based upon careful reading of some sections but only desul- 
tory skimming of others. 

The first point to be stressed is that despite Schumpeter’s emphasis on economic 
analysis, only a small fraction of the book is technical in the forbidding sense (see 
the hundred pages of Chapter 7 on “Equilibrium Analysis,” and even here I 
may be exaggerating the technical difficulties). Otherwise the book is easy reading 
for anyone who has ever studied, and even half forgotten, elementary economic 
principles. And stimulating reading it is because of Schumpeter’s penchant for 
reaching toward the essential kernel of any theory or school of thought—even 
though he sometimes overdraws the picture or gives full play to his intellectual 
sympathies and antipathies. 

Second, I would like to stress here the prominence given by Schumpeter to the 
major features of the economic history and the intellectual scenery of at least the 
two modern periods that he discusses in detail (beginning with 1790); but much 
of it is also in Part II, covering the stretch from the beginnings in Greece to the late 
eighteenth century. At least one sixth of the book is completely economic history 
and history of disciplines other than economics, and even in the chapters devoted 
to economic analysis proper much space is given to subjects not strictly within the 
boundaries of “orthodox” professional economic theory. 

Third, despite Schumpeter’s declared intention to deal with economic analysis 
as a set of technical tools and not as ideologies, the work is a history of economic 
thinking—much of it economic ideology and historical generalization and rela- 
tively little of value-free economic “mechanics.” This is all the more fortunate, 
in my opinion. A history of economic analysis treated as an abstract mental dis- 
cipline would be of minor interest. The methodological interest in economic 
analysis lies in the handling of intractably complex empirical processes—and hence 
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the question of referability to some empirical phenomena is far more important 
than the elementary question of formal consistency. The political interest lies in 
the fact that economic theories frequently emerge as ideologies; i.e., crystallizations 
of group positions that serve in the political struggle. The Azstorical interest lies 
in the fact that the changing economic theories that become ideologies are first 
reflections of major historical changes fitted into some broader theoretical frame- 
work, and then in turn serve to organize drives toward changes in economic and 
social organization. We need not take too seriously Schumpeter’s statement that 
economic history would be his choice if he had to choose only one among eco- 
nomic history, statistics, and theory (see p. 12). Yet I do believe that Schumpeter 
was essentially a historian and social philosopher—and perhaps for that very 
reason tended to pay excessive homage to mathematical tools and formal theory, 
while all the time following his basic bent and interest in the broad lines of the 
historical problem, in the interplay between economic and social forces and their 
reflection in continuously changing structures of economic analysis viewed most 
broadly. 

This is an important and valuable book—not as a standard guide to the uniniti- 
ated nor as a collection of definitive and balanced accounts for the technically 
trained. The flavor of it may best be conveyed by a brief quotation. Here is 
Schumpeter discussing Petty’s appeal to replace verbal slogans by measurement: 
“It was the inspiring message, the suggestive program, which wilted in the 
wooden hands of the Scottish professor and was practically lost to most economists 
for 250 years. A. Smith took the safe side that was so congenial to him when he 
declared . . . that he placed not much faith in Politickal Arithmetick” (p 212). 
The quotation is typical both in its emphasis on a phase in the history of economic 
thinking unfamiliar to many economists and in its partially defensible and par- 
tially biased judgment of Adam Smith. 

The book should be valuable to the beginner by stirring his interest in an im- 
portant and wide field of endeavor, to the technically trained by leading him to 
question many views often unthinkingly accepted and giving him a much wider 
frame of reference than that possessed by many technicians in the field. In a 
sense the book is a heroic attempt to do the impossible. But strong minds are 
guided by their own interests and not by carefully calculated limits of feasibility. 
One may disagree with some of Schumpeter’s judgments, but such disagreement 
would be by far outweighed by flashes of illumination, of discerning generaliza- 
tion that widen the horizon, that provoke the “shock of recognition” of the hidden 
connection and of the unsuspected order. We can only be grateful that Schumpeter 
refused to be daunted by the task that occupied him for so many years and can 
only feel a keen sense of loss when viewing the skeleton outline of the unfinished 
parts that may never be filled in with what only he could contribute. 

Stwon Kuznets, The Johns Hopkins University 
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On the Nature of History. By James C. Malin. Lawrence, Kan.: The author, 
1954. Pp. vii, 290. $3.00. 


The study of history is a culture-trait of western man and especially of man in 
America. Nowhere else in the world is so much time, effort, and money given to 
historical activities as in the United States. State historical societies, junior history 
programs, historic sites, professorships, research foundations, and school curricula 
reflect, each in its own way, the tremendous influence that the study of history 
plays in American life. 

With history playing so large a part in a culture, it is not surprising that it 
should be largely integrated into the political aspects of that culture, that historical 
facts should have political relevance, that historical concepts should be political 
concepts—and, conversely, that political purposes should pervade, color, and 
select historical data to serve their ends. Politicians appeal to history to justify 
present acts and to future history to vindicate their courses. 

Nor is it surprising that in recent years history should have been perverted to 
serve political ends, and that, under the guise of social science or “policy science,” 
efforts have been made to call on historical data to support social planning and to 
bolster the drive for the totalitarian welfare state. Aided and abetted by historians, 
by the American Historical Association, and by the Social Science Research Coun- 
cil, the collectivists, calling themselves “liberals,” have maintained that historical 
data is subjective, that the search for the chain of causation in the past is futile, 
and that history should serve the “presentist” functional end of advancing a re- 
formed social order. They have abandoned the search for causation to give their 
efforts to advancing Causes. 

Such, at any rate, is the conclusion of James C. Malin, and against these tend- 
encies, he has resolutely set his voice and his penetrating analytical mind. He 
has insisted that the study of history can and must be objective, that written history 
is an approach to truth rather than an act of faith, and that it is an intellectual 
enterprise with no functional purpose. Historical events are unique and each 
man’s experience and career is unique, and neither history nor man conforms to 
the “laws” of the social scientists. 

Mr. Malin’s voice has long been crying out in the “liberal-collectivist” wilderness 
against “presentism” and subjective-relativism. His latest series of essays, On the 
Nature of History, gives particular attention to the ideas of Robinson, Beard, Carl 
Becker, and Merle Curti. Some of the essays are theoretical, discussing existential- 
ism, equalitarianism, “history in relation to aspects of field theory,” and the prob- 
lems of conservative and liberal traditions in American historiography. There are 
other chapters, seemingly irrelevant but constituting case studies of “unique indi- 
viduals . . . caught in the conflicts of extremist minorities.” Among them are 
H. Miles Moore, a Missourian “border ruffan” who turned into a Kansas Free 
Stater and whose later reminiscence contradicted his contemporary journal. 
Another was Kansas’ territorial governor Sam Medary, whose realistic analysis of 
the Civil War has been ignored by the court historians of the victorious cause. 
Still another is the Gary educator, William Wirt, who criticized the New Deal 
and whose later vindication The New York Times saw fit not to print. “The 
ideal of historical writing,” says Mr. Malin, “is the goal of objectivity which 
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seeks to reconstruct the uniqueness of both the individual and the situation. The 
complex unique individual, not the social scientists’ artificial constructs, or frames 
of reference, is the sole focus of interest.” 

Obviously, of course, this volume carries its own political and social implications. 
It deserves, however, both a wide audience and careful thought. It should be 
required reading in every graduate seminar in the country. History may not be 
an act of faith, but Mr. Malin’s faith in historical scholarship is an inspiration. 

Wituiam B. Hessertine, University of Wisconsin 


John Maynard Keynes. Economist and Policy Maker. By Seymour E. Harris. New 
York: Charles Scribner’s Sons, 1955. Pp. xiv, 234. $3.00. 
A Guide to Keynes. By Alvin H. Hansen. New York: McGraw-Hill Book Com- 


pany, Inc., 1953. Pp. xiv, 237. $3.75. 


Harris and Hansen of Harvard have added two more books to the rapidly grow- 
ing literature on John Maynard Keynes, about whom more has already been 
written than any other economist except Adam Smith or Karl Marx. The two new 
books are complementary rather than competing products. Harris has written 
a general biography of Keynes’s life and work. Hansen has written a detailed 
chapter-by-chapter guide to Keynes’s General Theory of Employment, Interest and 
Money. Both authors are full-fledged Keynesians, but neither permits enthusiasm 
for the subject to rule out criticism of Keynes’s shortcomings and mistakes. 

Seymour Harris’ book appears in a series that attempts to give the intelligent 
layman “a basic understanding of those thinkers of the last hundred years who 
have most influenced the intellectual currents of our time.” Keynes is a worthy 
subject and Harris a well-qualified author. In a general sort of way the reader 
will probably get an understanding of what of a permanent nature Keynes con- 
tributed to economic thought. For example, Keynes’s attack on laissez faire and 
his assault on the gold standard are shown to be the decisive blows against these 
time-honored but now historic institutions. However, I fear the reader’s over-all 
picture of Keynes’s basic contributions will be somewhat blurred unless he has 
a clear understanding when he begins. Harris would have done greater justice to 
his subject if he had been more discriminating in the choice of topics to be in- 
cluded. Instead he tries to cover in 65,000 words every facet of Keynes’s many- 
sided activities and of his often-changing position on issues in theory and policy. 
The result is a hodgepodge of short chapters that explains everything a little and 
nothing very fully. The sentence structure is often awkward, words are frequently 
poorly chosen, and the organization within paragraphs and chapters leaves much 
to be desired. One is left with the impression that a busy man agreed to perform a 
task within a limited time and permitted nothing to interfere with meeting the 
deadline. In view of Roy Harrod’s great biography, the new book by Harris can 
hardly rank as a major contribution to the Keynesian literature. 

Alvin Hansen has performed a valuable service by putting into print the results 
of many years of teaching Keynes’s General Theory. As the most prominent 
American Keynesian and as a great economist in his own right, Hansen’s lucid 
exposition and keen analysis can benefit anyone except those lucky few who are 
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familiar at firsthand with his classroom presentation of Keynes. In A Guide to 
Keynes Hansen is more concerned with explaining the apparatus of the General 
Theory than with interpreting Keynes’s fundamental ideas. Hansen assumes the 
role of technician, which is appropriate for the purpose at hand. However, it 
would not have been inappropriate for Hansen to have said something about the 
relation of Keynes’s ideas to the hypothesis of secular stagnation, a notion that 
certainly permeates the General Theory even though it is not consistently worked 
out there. Hansen, who in earlier writings has done more than anyone else to 
develop the stagnation thesis, omits discussion of this important subject as well 
as his own related ideas concerning a declining rate of population growth. Nor 
is there any mention of Hansen’s useful concept of “the dual economy,” which 
expresses the operational meaning of the hypothesis of secular stagnation. These 
omissions from the present book lessen its usefulness for those mainly concerned 
with substantive economics as distinguished from the forms in which the substance 
of actual experience may be expressed. 

Although Hansen’s task is exposition rather than interpretation, his selection 
and emphasis of subject matter are conditioned by an implicit interpretation of 
Keynes. Hansen’s own preference for fiscal over monetary policy may be the basis 
for attaching less importance to Keynes’s views on monetary theory and policy. 
There is no mention of Keynes’s “theory of a monetary economy.” Hansen says 
that Keynes’s chapter on “The Essential Properties of Interest and Money” is 
one of the least important (“not much would have been lost had it never been 
written”) whereas I would contend that it is, from the point of view of funda- 
mental ideas, probably the most important chapter in the General Theory. Hansen 
misses the point, I think, with respect to Keynes’s expressed sympathy for the 
view that “everything is produced by labour” (Keynes’s italics), perhaps because 
he looks on the labor theory of value merely as a theory of price rather than 
as the major tool in classical economic theory for integrating microeconomic and 
macroeconomic analysis. Hansen’s treatment of the theory of interest is a skillful 
manipulation of technical concepts, but it misses the main point, namely, that 
Keynes looked upon interest as an institutional monopoly—much as Marx looked 
upon private property in the means of production as an institutional monopoly— 
that causes an artificial scarcity of capital assets, which in turn yield scarcity rents 
to their owners. This preference for fiscal rather than monetary policy and the 
playing down of the properties of interest and money in combination with an 
emphasis on the saving-investment nexus all suggest an unstated major premise, 
namely, that Keynes really did not understand what he was doing when he in- 
cluded in the title of his general theory of employment the words “interest and 
money” and when he said in the Preface and elsewhere that his task was to work 
out the theory of a monetary economy. This, I believe, is an incorrect interpreta- 
tion and an unconscious distortion of the General Theory by trying to make it say 
what some post-Keynesians writers want it to say rather than what Keynes actually 
meant. 


Duptey Ditxarp, University of Maryland 
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